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Labor Problems in the 


Mexican Petroleum 


Industry 1938-1950 


By J. RICHARD POWELL * 


When Mexico expropriated the petroleum industry of the 
country in 1938, many people expected government owner- 
ship and operation to end basic causes of labor-management 
strife in the industry. That this has not been the case is 
shown by the history of these relations in the ensuing years, 
when Pemex! was managed by appointees of the Mexican 
government. 

The story of the relations between Pemex and its labor 
force is rooted 1) in the Mexican Revolution, 2) in the pro- 
visions of the Constitution of 1917, Article 123, which was an 
outgrowth of Carranza’s pledge to reform the labor laws in 
return for support from labor in his fight against Villa and 
Zapata, and 3) in the Labor Law of 1931. The favorable 
atmosphere for labor provided by President Cardenas follow- 
ing 1934 set the pattern for labor relations with Pemex, and 
the extreme disappointment of leaders of the petroleum work- 
ers in failing to get complete control of the industry ad- 
versely conditioned labor’s temper in these relations. Car- 
denas rode into the presidential power on the program of the 
National Revolutionary Party. The Party’s six-year plan 
called for the implementation of all provisions of Articles 
27 and 123‘ of the Constitution. The Party expressed its at- 


* Department of Economics, University of California, Los Angeles, 
California. 

1 Also known as Petroleos Mexicanos, the government corporation estab- 
lished to own and operate the expropriated properties. 

* Article 27 asserted that the direct ownership of the subsoil deposits 
of the country belonged to the nation and that this right was “inalienable 
and imprescriptible.” Article 123 was the basic Mexican labor code. 
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titude toward labor in its Six-Year Plan.* It asserted that 
the masses of country and city workers were the most im- 
portant element in the Mexican commonwealth, that the hope 
of making Mexico a great country must be based upon the 
proletariat, and that labor should enjoy the rights of col- 
lective bargaining and union shops. 

Before expropriation, the petroleum workers were organ- 
ized along company lines in thirty-two distinct and inde- 
pendent sections. Work contracts were not at all uniform 
as to wages and conditions of labor. In December, 1935, the 
widespread dissatisfaction of labor and the tutelage of the 
Cardenas government brought about the industry-wide union 
known as the Syndicate of Petroleum Workers of the Mexican 
Republic, (Sindicato de Trabajadores Petroleros de la Repub- 
lica Mexicana). As soon as the union could meet its most 
pressing problems of internal organization, it called a spe- 
cial convention in July, 1936, to draw up demands for a coun- 
try-wide collective labor agreement covering all petroleum 
workers. A labor-management controversy developed which 
ended in the judicial arbitration proceeding known as a “con- 
flict of economic order.” The Federal Board of Conciliation 
and Arbitration made an award in December, 1937. The 
decision toned down considerably the excessive original de- 
mands of labor, which would have considerably more than 
doubled labor costs,*® but it provided for very significant im- 
provements in the wages and conditions of labor. This award 
was to become a focal point of contention in the relations of 
labor and management after expropriation. For this reason 
it is desirable to study briefly the labor conditions prevailing 
before expropriation and the nature and extent of gains 
awarded by the decision of the Federal Board. 


* Gilberto Bosques, The National Revolutionary Party of Mexico and 
the Six-Year Plan (Mexico: Bureau of Foreign Information of the 
National Revolutionary Party, 1937), pp. 157-158. 

+See report of the expert commission in Mexico, Mewico’s Oil (Mexico: 
Government of Mexico, 1940), pp. 189 ff. See also Universidad Obrera, 
El Conflicto del Petroleo en Mexico, 1937-1938 (Mexico: Universidad 
Obrera, n.d.). 

* Universidad Obrera, op. cit., pp. 16-18. 
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The decision of December, 1937, provided for an increase 
in basic wage rates amounting to almost 9 million pesos over 
those prevailing in 1936." The average wage payment of 6.97 
pesos in 1936 was to be raised an estimated 27 per cent to 
8.83 pesos. Total wages and salaries, including allowances 
for temporary, unhealthful, and overtime work and for vaca- 
tion, holidays, and rest days, amounted in 1936 to 45 million 
pesos? and were to be increased under the award to an esti- 
mated 61 million pesos,* or more than 35 per cent. In ad- 
dition, there were various wage allowances under special con- 
ditions that would increase the total wage and salary cost 
another 6 million pesos above the 1936 figure. 

The weekly work period varied under the diverse contracts 
prevailing in 1936 from a minimum of 41.5 hours for office 
employees in certain companies to 48 hours for all employees 
in other companies.® All contracts in the industry called for 
six and one-half hours’ work on Saturday and for payment 
of ordinary time for overtime not exceeding one and one-half 
hours. The 1937 award provided for a five-day week of 40 
hours. Each worker was to have two rest days each week; 
and if he worked on those days, he was to be compensated 
at triple time.’® 

Paid vacation periods varied widely in 1936. Some em- 
ployees of the Huasteca Company received no paid vacation 
until after four years service when they were given six days." 
Thereafter the allowance was increased to a maximum of 
18 days after 15 years’ service. The contract with the Dutch- 
Shell company, El] Aguila, was more liberal to workers. The 
1937 decision provided that all companies give 21 days paid 
vacation for service periods up to ten years and 30 days for 
those longer employed. 

In addition, the 1937 award called for increases in pay 
for hazardous or unhealthful work and more liberal indemni- 


6 Mexico, Mexico’s Oil, pp. 721-725. 

* Data for 1936 from records of Pemex. 
S Mexico’s Oil, pp. 725-734. 

® Ibid., pp. 201-203, 752. 

10 Jbid., p. 753. 

1 Jbid., p. 203. 
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fication for layoffs and disability.'? Indemnification for death 
due to occupational causes in 1936 ranged from 730 days’ pay 
to a maximum of 1,095 days’ pay as specified in E] Aguila’s 
contract with labor section 1.'* The 1937 award called for 
the equivalent of 1,280 days’ wages.'* It was also required 
that the companies provide each worker a life insurance policy 
of 4,000 pesos, to be financed by deducting one-half the pre- 
mium from each émployee’s wages and matching this with 
an equivalent contribution.'” 

Prior to 1937, a number of the wage contracts called for 
deductions from workers’ pay amounting to between 5 per 
cent and 10 per cent of the wage, which was to be matched 
by an equivalent employer contribution to build up for each 
worker a savings fund, which should be delivered to him if 
requested at the end of each year.'® The 1937 award set the 
contribution of employee and employer at 10 per cent each,'* 
compared to an estimated industry-wide average of 6 per cent 
contribution by the companies in 1937.'8 This involved an 
estimated increase in company expenditure from 3.2 million 
pesos in 1937 '* to 4.2 million pesos under the new contract.*° 


With regard to housing, there was extreme variation in the 
contractual provision in 1936.71. The Labor Board award pro- 
vided companies with more than 100 workers should pro- 
vide housing or in lieu thereof one peso per day for workers 
whose daily wages were ten pesos or less and 1.50 pesos for 


12 Jbid., pp. 722-734. 

13 Ibid., p. 209. 

14 Jbid., p. 765. 

15 [bid., p. 765. 

16 Jbid., p. 214, 

17 Jbid., pp. 768-769. 

18 Secretaria de Economia Nacional, Memoria, September, 1937, to 
August, 1938, p. 20. Records of Pemex show that in 1937 wages and 
salaries amounted to 49.5 million pesos and the companies’ contribution 
to the savings fund was 3.2 million pesos, or slightly more than 6 per cent. 

19 Records of Pemex. 

20 Mexico’s Oil, p. 727. 

21 Jbid., p. 206. 
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workers whose wages exceeded ten pesos.*? This represented 
a very considerable improvement in labor’s allowances, for 
it was estimated that the cost to the companies would be 4.2 
million pesos ** compared to expenditures of 0.6 million pesos 
in 1936 and of 1.7 million pesos in 1937.7* 

The provisions of the new general contract awarded by 
the Labor Board with regard to medical benefits for workers 
and their dependents was a significant advance over previous 
arrangements. Under the awarded contract, the companies 
were obligated to maintain the following services: medical, 
surgical, oral and dental, hospitalization, pharmacy, ortho- 
pedia and prothesis, laboratory, and ambulance.** Hospitals 
were to be established by the companies, which were required 
to meet certain minimum standards. The services specified 
were to be made available to permanent workers, to tempo- 
rary workers during their period of employment, and to speci- 
fied dependents of workers, including wife, progenitors, de- 
scendents, brothers, and sisters. Provision was made for 
continuation of wages during the period of illness. 

The award of December, 1937, also provided for a uniform 
pension system. The maximum allowance for old age pen- 
sions prior to 1937 appears to have been 75 per cent of wages 
at age 55 and after 30 years’ service or 65 per cent after 25 
years’ service. These contracts also provided that disabled 
workers of age 50 or more were to be pensioned at 75 per cent 
of wages after 30 years’ service and 65 per cent after 25 
years’ service. The new contract provided that retirement 
pay for 55-year-old workers should amount to 70 per cent 
and 80 per cent after 25 and 30 years of service, respectively.-* 
For workers with permanent and total disability the pensions 
were to be graduated by years of service without regard to 
age: 65 per cent of their wage with 15 to 19 years’ service, 
75 per cent of their wage with 20 to 24 years’ service, and 
80 per cent of their wage with 25 or more years’ service. 


22 Ibid., p. 772. 

23 Tbid., pp. 729-731. 

“4 Records of Pemex. 

“9 Mexico’s Oil, pp. 759-765. 
26 Tbid., p. 767. 
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In addition, the new contract required the companies to 
provide workers with training scholarships, libraries, schools, 
equipment for sports, recreational areas, and other items at 
an estimated cost of 1.5 million pesos,°* compared to expendi- 
tures of less than 600,000 pesos annually in 1936 and 1937.°§ 


The award of the Labor Board provided that the General 
Executive Committee of the Syndicate and the local execu- 
tives of the sections receive free passes for the use of company 
transportation facilities. 


Under the new contract, the estimated cost of various benefits 
other than wages and salaries was to be about 15 million 
pesos,?® compared to about 4 million pesos in 1936 and about 
6 million pesos in 1937.°° The total increase in labor costs 
under the new contract, as compared to 1936, was estimated 
at about 26 million pesos; or the total labor cost would be 75 
million pesos, 31 per cent of net sales income in 1936.*! Ac- 
tual labor costs in 1936 had amounted to 20 per cent of net 
sales income. The companies claimed that the award would 
increase labor costs by 41 million pesos, and they challenged 
the decision of the Labor Board in the Supreme Court of 
Mexico. Losing their case in the Supreme Court, the com- 
panies declared themselves unable to pay. Expropriation 
followed on March 18, 1938. 


Relations between the management of Pemex and the labor 
Syndicate started on a cordial and cooperative basis, but the 
honeymoon did not last long. The basis for the initial cor- 
diality was the rather impotent and reticent nature of the 
initial central administrative organization in the face of the 
aggressive labor leaders, who assumed practically all the func- 
tions of management while the government was organizing 
to administer the industry. The position of labor was en- 
hanced by the fact that upon expropriation officers of the 
labor syndicate were appointed to many high positions in the 


“7 Ibid., pp. 728 ff. and 769 ff. 
“8 Records of Pemex. 

=9 Mexico’s Oil, pp. 722 and 734. 
30 Records of Pemex. 

31 Mexico’s Oil, pp. 475 and 734. 
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various branches of the industry.**? The history of labor- 
management relations was to become an account of almost 
continual bickering, involving frequent work stoppages, 
many of them wildcat and illegal; internecine conflict between 
various groups within the Syndicate; bitter arguments and 
antagonisms developing over the attempt of management to 
reorganize the industry to fit the realities of a single nation- 
wide industry; and a seeming apathy on labor’s part toward 
the national interests which had been championed so vigor- 
ously in order to bring about the expropriation. 


From the beginning, the workers had hoped that the in- 
dustry would be turned over to the Syndicate to be managed 
by labor, as had been done with the railroads. And, in fact, 
in the period immediately following March 18, 1938, labor 
had enjoyed almost complete control. The Syndicate effected 
control through the organization of local administrative coun- 
cils (consejos de administracion) made up of officers of each 
section operating in their respective areas.** The General 
Administrative Council of four government and three labor 
representatives functioned principally as an advisory body 
and apparently coordinated the industry only in the most gen- 
eral fashion, for their appointed officers found themselves 
helpless in the face of the Syndicate leaders, who controlled 
the local operations and rapidly established vested interests 
in their local control. The labor Syndicate suffered a severe 
quashing of its dreams when the law of July 20, 1938, estab- 
lished the permanent organization of Pemex, putting predomi- 
nate control in the hands of government appointees to the 
Board of Directors and giving labor only a minority voice. 
Howeevr, the Syndicate did not surrender its hopes. The first 
major point of difficulty between labor and management was 


32 For example, the Secretary-General of the General Executive Com- 
mittee of the Petroleum Syndicate became Personnel Manager of Pemex, 
and the Secretary-General of Section 4 became Manager of the Atzcapot- 
zalco refinery. Many of these appointees were incapable executives. 
See Jesus Silva Herzog, Petroleo Mexicano (Mexico: Fondo de Cultura 
Economica, 1941), pp. 237-238. 

33 El Nacional, July 16, 1938. 
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over the degree of control to be retained by labor in the at- 
tempts to reorganize the industry in 1938-1940. 

The first evidence of the breakdown in labor-management 
goodwill was shown early in August, 1938, when Section 1 
threatened a 24-hour strike over an attempt by the central 
administration to remove and replace certain local officials 
in the Ciudad Madero region.** Although this threat was not 
carried out, friendly relations deteriorated rapidly thereafter 
as the permanent management pressed for industrial reorgan- 
ization to bring about coordination and greater economy. 

The organization of the industry along the lines of the for- 
mer companies gave rise to serious duplication and waste in 
sales, advertising, accounting, engineering, and medical serv- 
ices. In October, 1939, the management announced that it 
would take measures to unify the various sales agencies under 
the Distribuidora de Petroleos Mexicanos,’’ so that all whole- 
sale and retail outlets, advertising, and certain other services 
would be coordinated under one control.** The Syndicate 
feared any such streamlining procedure, for it threatened the 
security of workers. A centralization committee with strong 
labor representation was set up to study plans for unifica- 
tion. By February, 1939, the medical and accounting depart- 
ments had been centralized, but nearly a year later marketing 
unification had not yet been completed. This problem merged 
into the wider problem of general reorganization of the in- 
dustry and the formation of a collective labor contract. 

The need for general reorganization arose from the finan- 
cial conditions faced by Pemex. Shortly after expropriation, 
the Directors of the new organization made the mistake of 
offering to put into effect gradually the Labor Board award 
of December, 1937.°* This was a rash proposal in view of 
existing conditions. In the first place, the suddenness of the 
expropriation found Mexico inadequately prepared to take 
over the industry without some backward steps, and a tran- 


34 Fecelsior, August 4, 1938. 

%° The official sales agency established in July, 1938. 
36 Excelsior, October 16, 1938. 

37 Silva Herzog, op. cit., p. 214. 
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sitional period of considerable financial difficulty appeared 
inevitable. Second, the loss of foreign markets developed 
immediately, entailing a swift decline in revenues, while fu- 
ture prospects were very dim under the cloud of the threaten- 
ing boycott of the powerful expropriated companies. Third, 
even under the wages and conditions prevailing in the pe- 
troleum industry prior to December, 1937, the position of the 
petroleum worker was so much superior to that of other 
workers that the proposition to put the award of the Labor 
Board into effect appeared unnecessary in view of the diffi- 
cult prospects ahead of the industry. In July, 1938, the pay 
scales of the 1937 award were put into effect with certain 
discounts agreed upon by the Board of Directors.** 

A very rapid increase in the number of employees accom- 
panied this increase in wage scales. The number of employees, 
which had run slightly more than 15 thousand in 1934 and 
1935,*® increased to 15,895 in April, 1938, to 18,149 in April, 
1939, and to 23,073 in October, 1939.*° In 1938, production 
of crude oil was 18 per cent less than in 1937, and in 1939 it 
was more than 8 per cent less than in 1937. The result was 
a rapid increase in labor costs. The average daily wage rose 
from 9.58 pesos in 1937 to 10.69 pesos in July, 1938, and to 
12.12 pesos in 1939, according to records of Pemex. The total 
labor bill, according to the same source, increased from 56 
million pesos in 1937, to 69 million pesos in 1938, to 98 mil- 
lion pesos in 1939, and to 100 million pesos in 1940. Even 
under the most favorable conditions of experienced manage- 
ment and well-established markets, this increase of 42 mil- 
lion pesos in the labor costs of 1939 over those of 1937 would 
have been serious,*! but under the existing conditions a nearly 


38 Excelsior, August 1, 1938. 

39 Miguel Mantolera, La Industria del Petroleo en Mexico (Mexico: 
Secretaria de Hacienda y Credito Publico, 1938), pp. 68-70. 

40 Silva Herzog, op. cit., pp. 242-243. 

41 The average combined profits reported by the expropriated com- 
panies (except the Mexican Gulf Petroleum Company) for the three 
years, 1934-1936, was 23 million pesos. The revised profit figures com- 
puted by the expert commission investigating the companies in the con- 
flict of economic order of 1987 show an average combined profit for the 
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disastrous financial imbalance resulted. The government was 
forced to come to the aid of Pemex. In December, 1940, the 
federal government granted the organization 60 million pesos, 
which was apparently used to cancel tax debts.** 

Although there were serious errors of management, this 
situation developed largely because of activities and pressures 
exerted by the Syndicate. Expropriation had resulted in a 
loss of control of hiring by the central management, and posi- 
tions were multiplied to “reward” officers of the Syndicate.** 
In January, 1940, a convention of petroleum workers asked 
that all provisions of the award of December, 1937, be put 
into effect. The General Manager of Pemex, Vicente Cortes 
Herrera, hotly replied by pointing out that production had 
declined despite the increasing number of workers and the 
rising wage bill.4# He also accused the workers of failing to 
maintain discipline, removing company equipment, and caus- 
ing serious wastes of oil—conditions which he said could not 
be corrected by the administration because of the independent 
character of the local management. To these charges, the 
Syndicate replied that the disaster facing the industry was 
due to managerial incompetence.*® The Syndicate leaders said 
that the Distribuidora had bungled the foreign oil contracts, 
causing losses of 15 million pesos; and they demanded that 
Cortes Herrera be dismissed and “brought to justice” for his 
shortcomings. 

In the face of the threatening calamity growing out of finan- 
cial problems and labor-management frictions, the General 
Managers and the Chairmen of the Boards of Directors of 
Pemex and the Distribuidora carried the matter to President 
Cardenas to explain the situation and suggest a series of 
measures to reduce expenditures. The Syndicate followed 
suit by also sending a delegation to the President. Late in 


expropriated companies (except the Mexican Gulf Petroleum Company) 
for the period 1934-1936 of 56.3 million pesos per year. See Me.ico’s 
Oil, pp. 467-468. 

42 Pemex, Informe Anual, March 18, 1941. 

43 Silva Herzog, op. cit., pp. 232, 238. 

44 Becelsior, January 5, 1940. 

43 New York Times, January 19, 1940. 
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February, after studying the situation, the President called 
a meeting of officers of the Syndicate and its local sections 
to read them his assessment of conditions in the industry 
and his recommendation of fourteen steps to reorganize the 
industry and restore it to a sound financial basis.‘ 

The President expressed his sympathy and bond with work- 
ers of cities and farms and referred vaguely to the cooperative 
spirit shown by the petroleum workers. However, he said 
that the petroleum workers had at times confronted the man- 
agement of Pemex and the General Administration of Na- 
tional Petroleum with an attitude similar to that shown toward 
the expropriated companies. This, he felt, was a mistake 
resulting from the failure by certain Syndicate leaders to 
recognize that the profits of the industry now belonged to the 
nation, that success or failure of the industry now was a mat- 
ter of serious concern to both the nation and the Syndicate, 
and that attempts to injure the industry would injure the 
Syndicate itself. He called upon the patriotism of labor to 
aid in solving the economic problems of the industry. The 
President summarized the general needs of the industry as 
follows: 

1. The 1940 budget should be balanced on the basis of an 

estimated income of 235 million pesos. 

. The development program for the industry should aim 
at making available for export 200,000 barrels of oil 
daily so as to enable the country to pay the expropria- 
tion indemnity. 

3. The refineries should be expanded and modernized to 

promote economy and efficiency. 

4, Twenty per cent of export sales should be set aside as 

an indemnification fund for the expropriated properties. 

5. The industry should regularly meet its tax obligations 

and repay advances made by the government for the 

purchase of new equipment. 

6. Steps should be taken to put into effect as soon as pos- 

sible the Labor Board award of December, 1937. 


2 


46 Silva Herzog, op. cit., pp. 245-253. See also El Nacional, February 
29, 1940. 
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The President’s estimated income of 235 million pesos was 
not wholly optimistic in view of the 1939 income from sales 
of 233 million pesos; and, in fact, the 1940 income from sales 
amounted to 249 million pesos. However, if the budget was 
to be balanced at this rate of income, it must have been evi- 
dent to all that drastic cuts would have to be made in labor 
costs. In 1936, labor costs had amounted to about 20% of 
sales.4* In 1938, labor costs had risen to more than 34 per 
cent of sales and in 1939 stood at 42 per cent. That the Presi- 
dent considered labor costs to be the chief contributing factor 
te the unbalanced financial position of the petroleum indus- 
try is shown in the nature of his 14 specific recommendations. 
His hope of making appreciable savings on labor costs and 
of setting aside 20 percent of income from export sales was 
supremely optimistic, and his aim of boosting exports to 200,- 
000 barrels a day was a sanguine expectation in view of the 
40,000 barrel daily average in 1939. 

The President in addressing the Syndicate leaders, went 
on to say that it was the obligation of the government to 
specify the measures necessary to reorganize the industry and 
put it on a sound financial basis. To that end, he specified 
the following 14 measures as absolutely essential and unde- 
ferrable: 

1. To reduce the number of permanent employees to that 
prevailing on March 18, 1938, and to hire temporary 
employees only for special work and upon the recom- 
mendation of the Board of Directors.*s 

2. To eliminate unnecessary positions. 

3. To reduce administrative salaries to a more equitable 
level, taking into account that administrators in Pemex 
enjoyed greater compensation than in comparable po- 
sitions in other industries. 


47 Sales amounted to 240 million pesos (see Report of Expert Commis- 
sion in Mesxico’s Oil, p. 475), and labor costs were 49 million pesos. 

48 Most of the increased employment following expropriation was in 
the category of temporary employees. Between April, 1938, and October, 
1939, permanent employees had increased from 14,368 to 16,141, an 
increase of 12 per cent, while temporary employees increased from 1,527 
to 6,932, an increase of 354 per cent. See Silva Herzog, op. cit., p. 242. 
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4. To reduce the number of temporary employees to not 
more than 10 per cent of the permanent employees. 

5. To increase the efforts of labor during regular work- 
ing hours until conditions in the industry improved so 
as to avoid unnecessary expenditures for overtime. 

6. To suspend for whatever time was necessary the pay- 

ment of rental allowances to employees receiving more 

than 10 pesos a day. 

To suspend the labor award of December, 1937, until 

such time as the industry could pay off the indemnifica- 

tion and modernize its equipment. Thereafter, that 
award was to be considered a minimum aspiration. 

8. To relax rigid seniority requirements in filling indis- 
pensable vacancies arising from temporary absences or 
vacations. 

9. To give the administration discretionary power in 
designating what positions were indispensable and nec- 
essary to fill when temporarily vacant.*® 

10. To give the administration freedom to move personnel 
between zones or to new offices where their services 
were most needed. 

11. To revise the administrative assignments in order to 
adapt the ability of personnel to the duties of the offices. 

12. To weight ability heavily in promotions so as to main- 
tain incentives for advancement. 

13. To reorganize the Syndicate of Petroleum Workers to 
conform to the new nationwide organization of the in- 
dustry and thus reduce the number of local sections. 

14. To include in the collective contract being negotiated 
a provision to give the administration complete free- 
dom in choosing field superintendents. 

The President’s measures were a hard blow to the Syndi- 
cate. They meant a return to pre-expropriation wages and 
conditions of labor; and, perhaps more significant, a surrender 
of coveted powers of management acquired by the aggressive 
labor leaders who had taken advantage of the expropriation 


=~] 


49 The administration had little or no discretionary power in this 
matter, but had to fill positions from candidates on the seniority lists. 
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difficulties. Cardenas, their mentor, they felt had let them 
down, and they were long in answering him. Time was in 
their favor, and they fought a delaying action. It was not 
until April that they sent to Cardenas a reply dealing point 
by point with his recommendations.*® With regard to the 
President’s first point, the Syndicate claimed that the num- 
bers of workers employed in 1940 were not so much greater 
than those employed in March, 1938, as appeared on the sur- 
face. The difference in employment, it was implied, was due 
largely to differences in methods of classification.*' It was 
also said that it was absolutely impossible to specify any defi- 
nite number of employees to be hired since this depended upon 
the extent of the developmental work in the industry. The 
Syndicate objected to indiscriminate elimination of unneces- 
sary positions because it would damage legitimately acquired 
interests of workers. The reduction in administrative sal- 
aries was applauded, but it was recommended that the sav- 
ings realized should go toward putting into effect the Labor 
Board award of December, 1937. The Syndicate regarded as 
absurd and impossible the suggestion that the number of tem- 
porary workers be limited to 10 per cent of the permanent 
workers. It was agreed that overtime should be reduced to 
the indispensable minimum. They objected to reduction in 
housing allowances, for which they had fought long and hard. 
They could readily agree with the President’s proposal that 
the Labor Board award be the minimum aspiration of labor, 
but they were reluctant to delay putting its provisions into 
effect, especially since many of these provisions had been writ- 
ten into a collective agreement then under discussion with 
Pemex. The Syndicate objected to any evasion or limitation 
on the vested rights in seniority. The administration’s pow- 
ers in filling vacancies and moving personnel between zones 
and offices should be determined by collective agreement. 
Changes in administrative assignments would be acceptable 
provided that seniority rights were safeguarded. The Syn- 


50 Silva Herzog, op. cit., pp. 255-260. See also Excelsior, April 5, 1940. 
51 In reality, differences in methods of classification would have made 
but little difference in the comparative figures. 
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dicate considered that ability was a consequence of experi- 
ence; and, therefore, normally the incentives for advance- 
ment were not subverted by seniority rules. But, it was added, 
if incapacity was proved, the right of the worker to the posi- 
tion should be challenged. The recommendation to simplify 
the structure of the Syndicate was referred back to the com- 
ponent sections. Finally, the Syndicate declared that the prob- 
lem of appointment of field superintendents had already been 
solved by a labor-management agreement, which had been 
issued as a decree of the Labor Board. 

It was evident that the Syndicate was committed to reject- 
ing or skirting the essential issues of the President’s pro- 
posals. This uncompromising attitude, despite the manifest 
favor of the President toward labor and despite the condi- 
tions prevailing in the industry, promised trouble for the pe- 
troleum administration and embarrassment for the govern- 
ment. 

The Syndicate enclosed an additional statement to the 
President indicating what it felt to be the fundamental steps 
to reorganize the industry and put it on a solid basis:°° 

1. To centralize the industry in one administration (that 

is, to put Pemex, the Distribuidora, and the General 

Administration of National Petroleum ** under one head). 
2. To eliminate from the administration all connections 

with ministries of the government. 

5. To give the Syndicate of Petroleum Workers the ma- 
jority of representatives on the Board of Directors. 

4. To repeal provisions of the act creating Pemex which 
provided for government representatives on the Board 
of Directors. 

5. To prevent the participation in management of anyone 
outside the industry. 

6. To provide that the Syndicate of Petroleum Workers 
participate in every respect in the reorganization of 
the industry. 


°2 Silva Herzog, op. cit., pp. 260-261. 

53 The General Administration of National Petroleum was a govern- 
ment corporation established prior to expropriation to manage govern- 
ment oil properties. 
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7. To eliminate the discounts on pay scales in effect. 


Early in May, the General Executive Committee of the 
Syndicate presented to the President a plan of reorganization 
incorporating the preceding points and favoring the elimina- 
tion of certain departments of Pemex which handled various 
labor benefits.°* The President replied to these propositions. 
He rejected the proposal that the Syndicate take over control 
of the industry. He objected to having this natural resource, 
belonging to the nation, being handled by a small group with- 
out the controlling voice of the government. This, he said, 
would neglect the government’s responsibility to the nation. 
The proposal to remove the discounts on wage scales was re- 
jected as illogical in view of the need to economize. He also 
refused to consider the elimination of those departments carry- 
ing on beneficial services for labor. This was a government 
obligation which could not be ignored. 


The President reiterated that in the reorganization of the 
industry four acts must be kept in mind: first, that capital 
was needed to develop the industry; second, that funds must 
be set aside to indemnify the oil companies; third, that taxes 
were due the government; and fourth, that the nation as 
owner of the subsoil should receive profits.*” 


The month of June was replete with meetings, conferences, 
proposals, and counter-proposals by management and by the 
Syndicate, but there was no agreement as to what should be 
done. Labor opposition and resentment toward the admin- 
istration and the government ideas on reorganization grew 
stronger. The issues were complicated by a threat of schism 
developing in the Syndicate, when workers of the General Ad- 
ministration of National Petroleum raised objections to fu- 
sion of that organization with Pemex for fear of losing their 
jobs. Meanwhile, the issue was forced to a head by the report 
that the combined earnings for Pemex, the Distribuidora, and 
the General Administration of National Petroleum in the first 


54 Ibid., pp. 261-264. 
55 Excelsior, May 21, 1950. 
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six months of 1940 amounted to only 143 million pesos while 
expenditures stood at 211 million pesos.*" 


On July 15, in the face of financial disaster in the industry, 
President Cardenas ordered the government representatives 
of the Board of Directors of the three organizations to take 
the following steps to restore the equilibrium of the industry: 


: 


Ys 


© 


10. 
11. 


To notify the Syndicate that unless conditions in the 
industry were better at the end of 1940, payments would 
not be made to the workers from the savings fund, but 
bonds would be issued instead. 


. To modify rental allowances so as to eliminate pay- 


ments to those earning more than 30 pesos a day, and 
to limit rental allowances to 30 pesos per month for 
those earning 20 to 30 pesos per day. 


. To take measures to reduce overtime to a minimum. 


To continue with reorganization and consolidation of 
the industry and to complete it by July 31. 


. To reclassify administrative personnel in order to re- 


duce wages and salaries. 

To reduce by 10 per cent earnings of those receiving 
more than 700 pesos per month. 

To limit temporarily annual vacations to six days. 
Not to fill temporary or permanent vacancies unless 
absolutely necessary. 

To give the general managers authority freely to move 
administrative personnel anywhere in the country and 
all others anywhere in their respective zones. 

To reduce temporary workers to the absolute minimum. 
To suspend the practice of paying wages and expenses 
of the commissions of the Syndicate without prior ap- 
proval by the Board of Directors, except in the cases 
of the General Executive Committee, the Executive Com- 
mittees of local sections, the Collective Bargaining Com- 
mission, and the representatives of the Syndicate on 
the Board of Directors. 


°6 Silva Herzog, op. cit., p. 268. 
*T [bid., pp. 269-271. See also Excelsior, July 25, 1940. 
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This was a large bill of particulars that struck heavily at 
the Syndicate. The general public support of Cardenas’ 
orders for changes gave labor a setback, but not for long. 
The orders of the President were announced in a meeting of 
the Board of Directors. The representatives of the Syndicate 
walked out, but, as a quorum remained, steps were taken to 
comply.** On July 25, the General Managers, having received 
instructions from their respective Boards of Directors to carry 
out the presidential plans of reorganization, took the matter 
to the Federal Board of Conciliation and Arbitration and 
initiated arbitration proceedings in a “conflict of economic 
order.” They explained that difficult financial conditions re- 
sulting from the effect of the war on export markets made 
economies a matter of necessity, and asked that the Labor 
Board put into force the provisions of the presidential re- 
organization plan.*® On July 27, the Labor Board, comply- 
ing with the request of the General Managers, suspended all 
existing work contracts, put the reorganization plan into 
effect, provisionally, and set a bond to be put up by Pemex "” 
to cover wages in case the reorganization was subsequently 
denied. 

An attempt by the Syndicate to get an injunction against 
the temporary award of the Labor Board failed on the grounds 
that a remedy was provided since the award was only pro- 
visional."' The Syndicate then began a campaign against the 
Boards of Directors of the three government petroleum 
agencies. It openly accused the General Managers of Pemex 
and the Distribuidora of underhanded tactics in influencing 
President Cardenas.** The Syndicate ordered a twenty-four- 
hour protest strike but retracted this when the Mexican Con- 
federation of Labor under the leadership of Vicente Lom- 
bardo Toledano intervened in the dispute. Lombardo Tole- 
dano, in an executive meeting of the Confederation of Labor, 


58 Ibid., p. 271. 

9 Excelsior, El Universal, El Nacional, July 26, 1940. 
60 El Universal, July 27, 1940. 

61 El Nacional, July 28, 1940. 

62 Becelsior, July 27, 1940. 
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favored the presidential reorganization plan and accused the 
expropriated companies of inciting the labor trouble.“* The 
General Executive Committee of the Syndicate became more 
cautious in the face of the unsympathetic attitude of organized 
labor and of the general public toward the position of pe- 
troleum workers. However, many local sections were antago- 
nized rather than placated by the official opinion of the Con- 
federation of Labor and by what they regarded as the too 
pliable attitude of their own General Executive Committee. 
Fulminations of local protest broke out in the form of sabo- 
tage and threats against the lives of the General Managers." 
The bitterness of these attacks brought about the resignation 
of the General Manager of the Distribuidora, Jesus Silva 
Herzog. Silva Herzog declared that he was unwilling to deal 
with the “ruffians” in the Syndicate, and he submitted his 
resignation. 

The caution of the General Executive Committee of the 
Syndicate threatened to produce further schism in the ranks 
of the petroleum workers. A number of the local sections 
wanted the General Executive Committee to handle the re- 
organization problem, whereas other sections, less concilia- 
tory, wanted to call a special convention to deal with the prob- 
lem."” Among other demands the recalcitrant sections in- 
sisted that in the reorganization all empleados “ hired since 
March 18, 1938, be discharged," the objective being to get 
rid of all non-union confidential employees, for the adminis- 
tration had gradually replaced many confidential employees 
that had been installed by the Syndicate immediately upon 
expropriation when those of the companies had been barred 
from their offices. 


The management groups took advantage of the favorable 
attitude of the General Executive Committee and with the 


63 Silva Herzog, op. cit., pp. 275-276. 

54 El Universal, August 4, 1940. 

“> Excelsior, August 2 and August 7, 1940. 

66 This term includes, in general, what in English is called ‘white 
collar” employees. 

6? Excelsior, August 7, 1940. 
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aid of the Secretary of Labor reached a conciliatory agree- 
ment to modify the Labor Board’s temporary award of July 
27. Given official status as an award by the Labor Board, 
this agreement gave the General Executive Committee more 
power in the reorganization proceedings and provided for the 
appointment of four commissions to study (1) the tempo- 
rary reorganization and the application of reorganization pro- 
cedure, (2) economies’ proposed by the Syndicate of Petroleum 
Workers, (3) rules for filling vacancies, and (4) the trans- 
fer of workers by the administration.** This announcement 
was followed by a wave of protest from those sections dis- 
satisfied with the General Executive Committee. The repeated 
demand for a special convention brought from President 
Cardenas an announcement opposing such a convention as 
an attempted obstruction to reorganization. 

On September 11 for unknown reasons the Labor Board 
rescinded its award of August 7 and reverted to the presi- 
dential plan of reorganization of July 25.*° This development 
aroused the disapproval of the locals in the Federal District. 
Within a few days these groups met in a general assembly 
and agreed to strike against Pemex for not carrying out the 
reorganization in accordance with the agreement of August 
7.71 They asserted that the reorganization plan of July 27 
discriminated against workers in the lower categories and that 
the problems of the industry were due to the fact that the 
General Manager had a political rather than a business back- 
ground. The assembly declared in favor of (1) forming a 
central strike committee, (2) separating from the Mexican 
Confederation of Labor if support was not received and, (3) 
creating a new petroleum union in the central zone by sepa- 
rating themselves from the Syndicate of Petroleum Workers 


68 Excelsior, August 10, 1940. 

6° Excelsior, August 13, 1940. 

70 Excelsior, September 23, 1940. This reversal of the Labor Board’s 
decision may have been due to pressure from the government to have 
its plan of organization made effective or to dissatisfaction of the man- 
agement groups with the powers given the General Executive Committee 
in the award of August 7. 

71 Excelsior, September 14, 1940. 
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and electing the officers of the General Executive Committee 
to be their own. In the meeting, punctuated by cries against 
Lombardo Toledano and the Confederation of Labor, the Gen- 
eral Secretary of the Syndicate of Petroleum Workers, Rafael 
Suarez, pointed out that without doubt any such strike as 
advocated would be declared illegal, but that the Executive 
Committee was willing to follow the will of the majority.** 

President Cardenas condemned this movement to strike as 
unjustified. The position of the President was supported by 
the Confederation of Labor and the principal industrial un- 
ions, which united in opposition to the leaders of the petroleum 
Syndicate and specified certain conditions to be met by the 
Syndicate before it would receive aid in the reorganization 
fight.“* The specified conditions included remaining in the 
Confederation of Labor and submitting the conflict to that 
organization for solution. At the same time, the Mexican 
Revolutionary Party “4 condemned the Syndicate’s opposition 
to reorganization as damaging and ruinous to the reputation 
and interests of the labor movement.” 

Meanwhile, support of the Central Zone had not been forth- 
coming from the Northern and Southern zones so that no strike 
was called. The temporary reorganization got underway in 
the latter part of September, and the consequent discharge 
of workers gave rise to a rash of sporadic strikes breaking 
out in the Federal District.** President Cardenas again in- 
tervened in the conflict by giving the Syndicate ten days 
to propose a better plan of reorganization." The Syndicate 
appeared to be resorting to a system of delaying tactics, which 
it was alleged ** would improve their bargaining situation as 


72 La Prensa, September 14, 1940. 

73 El Nacional and Excelsior, September 21, 1940. 

“4 The Mexican Revolutionary Party, the successor to the National 
Revolutionary Party, was the official government party. See Austin 
F. Macdonald, Latin American Politics and Government (New York: 
Thomas Y. Crowell Company, 1949), pp. 231-237. 

7 La Prensa, September 22, 1940. 

6 El Universal and Excelsior, September 29, 1940. 

‘7 Fxcelsior, October 4, 1940. 

*S Silva Herzog, op. cit., p. 284. 
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the term of Cardenas drew to an end and his authority be- 
came weaker. 
On October 31, 1940, the expert commission, appointed in 
accordance with legal procedure in conflicts of economic order, 
submitted its report.7*” The expert commission pointed to 
the decline in petroleum production and the deterioration of 
many of the fields since expropriation. Refining facilities 
were in bad shape and refining activity was declining. Pe- 
troleum exports were low, and their prices had fallen. At 
the time of the report, employees in Pemex had increased about 
25 per cent over April, 1938, and labor costs had increased 
110 per cent. Whereas, in the period 1937 to 1939 the Gen- 
eral Administration of National Petroleum had realized in- 
creasing profits, which amounted in 1939 to nearly 4 million 
pesos, Pemex and the Distribuidora had fallen from profits 
of 15 million pesos in 1938 to losses of more than 21 million 
pesos in 1939. This situation was attributed not to a decline 
in income, but to increasing expenditures and, in particular, 
increasing labor costs. As a consequence, payments of taxes 
and royalties had ceased. 
The award of the Labor Board was handed down on No- 
vember 28, 1940. In its most essential aspects, the award 
upheld the administration of Pemex with regard to reorgani- 
zation procedure; but, in general, it upheld the Syndicate 
position with regard to pay scales and allowances. The Board 
authorized the following temporary measures to be taken un- 
til the financial equilibrium of the industry was restored :°° 
1. Pemex was authorized to discharge workers in the per- 
manent category who had joined the company since 
April 1, 1938. 

2. Pemex was authorized to discharge up to 25 per cent 
of its doctors, lawyers, pharmacists, and drillers who 
had joined the company since April 1, 1938. 


79 Ibid., pp. 285-294. The expert commission included Enrique Sarro, 
Director of Economic Studies in the Banco de Mexico, Miguel Manterola, 
economist and public accountant, and Jose Lopez Portillo y Weber, 
petroleum engineer. (Ibid., p. 285.) 

80 Silva Herzog, op. cit., pp. 3021304. 
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3. Pemex was authorized to discharge (without consent of 
the Syndicate) temporary workers as soon as their con- 
tracts terminated. 

4. Pemex was authorized to reduce by 10 per cent wages 
of workers receiving more than 700 pesos a month. 

5. The preceding changes were not to be accompanied by 
any liability of the company for severance pay or other 
benefits. 

6. The status of persons discharged under the temporary 
award of July 27, 1940, was to be considered perma- 
nent without recourse to further pay or allowance. 

7. The petition of Pemex for a collective labor contract was 
denied. 

8. The following additional conditions affecting labor were 
imposed: *! 

a) That a listing of the confidential employees permitted 
by the award of December, 1937, be made, and that 
they be forbidden to be members of the labor Syndi- 
cate. 

b) That rules of seniority be established. 

c) That Pemex be given complete liberty in filling tem- 
porary vacancies when in its judgment replacement 
was necessary. 

d) That the work week be 44 hours. 

e) That Pemex have complete freedom to move confi- 
dential employees and to shift other wage earners 
during the reorganization. 

f) That vacations, rental allowances, and savings funds 
continue to be paid. 

The award of the Labor Tribunal appeared to settle the 
dispute, but such was not the case. Dissidence and obstacles 
continued to be met. The award had provided for a mixed 
commission of labor and management to supervise the de- 
tails of the reorganization. The action of President Cardenas 
in intervening in the conflict while the case was still pending 
before the Labor Board emboldened the Syndicate to use this 
pry tothe maximum advantage. This intervention in the legal 


$1 Only the principal conditions are here included. 
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processes coupled with the vacillation of the Board itself 
served to weaken the decision and to encourage attitudes in 
the Syndicate that continued long afterward to affect the 
industry and even to reduce the respect of the Syndicate and, 
perhaps, of certain individuals in the management toward 
the legal procedures. 

The disagreement remained under cover until after the Gen- 
eral Manager of Peniex was relieved by the incoming admin- 
istration of Avila Camacho. On December 4, Effrain Buenro- 
stro took over the position of General Manager, and he an- 
nounced that the reorganization would begin in the north zone 
with the discharge of 3,500 workers.** This was a signal for 
trouble between the new officers and the Syndicate. Late 
in December, the management petitioned for an injunction 
enjoining the application of the provision for a mixed com- 
mission on the grounds that the commission was obstructing 
the reorganization.** Although this was not granted, the 
meetings of the mixed commission were suspended in Janu- 
ary.‘+ Despite the fact that in December it had been necessary 
for Pemex to borrow 10 million pesos to pay the savings fund 
allowance ,the organization failed to put into effect all the 
measures authorized by the award of November 28.*° This 
was probably due to the strength of labor opposition to the 
reorganization, for difficulties between labor and management 
continued in the succeeding months. In the latter part of 
March, 1941, there were again threats to strike, and the Presi- 
dent sent federal troops to occupy strategic areas in Poza 
Rica and Tampico in case the threats were carried out.’* The 
impending dangers passed, but in May the discharge of 70 
workers in the central zone and their replacement by others 
of greater seniority from the southern zone caused more agi- 
tation.“* Dissatisfaction in the local sections that were par- 
ticularly affected by the reorganization proceedings grew as 


82 Excelsior, December 4, 1940. 

83 Universal, December 25, 1940. 

84 El Nacional, January 12, 1941. 

85 Silva Herzog, op. cit., p. 304. 

86 La Prensa, March 26, and April 5, 1941; Excelsior, March 27, 1941. 
87 La Prensa, May 10, 1941. 
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time went on.*8 In June, a large number of locals voted to 
strike and declared in favor of a general convention of pe- 
troleum workers to set up a strike committee in case the Gen- 
eral Executive Committee of the Syndicate objected to strik- 
ing. The General Executive Committee was inclined to move 
cautiously, for there were rumors that the strike movement 
was the work of Nazi agents and that President Avila Ca- 
macho was ready to take measures against it.*” In addition, 
officials of the Mexican Confederation of Labor opposed the 
strike as treason. Consequently, although agitation contin- 
ued, real danger of a widespread strike passed again. How- 
ever, reorganization continued in a desultory manner, and 
new problems arose to rend labor-management relation. 


The next serious problem encountered was over labor’s de- 
mand for a collective contract. No accepted contract had 
ever governed the relations between Pemex and the Syndi- 
cate. Negotiations for a collective contract had been car- 
ried on very haphazardly since before the reorganization 
fight began in 1939, but these efforts were sterile apparently 
because of opposition from the Syndicate. At the time of the 
conflict of economic order in July, 1940, Pemex had requested 
a collective contract ,but this had been rejected in the Novem- 
ber award on the grounds that the law required employers 
to engage in collective bargaining at the request of labor, but 
that the latter did not have the same obligation. However, 
in 1941 the situation had changed, and the Syndicate was 
anxious to get a collective contract. In September, 1941, the 
inertia of the administration of Pemex brought protests and 
threats of strike.°° The Mexican Confederation of Labor and 
other independent national unions came to the support of the 
Syndicate and charged the management with obstinately 
avoiding agreement on a contract.*! The Confederation of 


88 Excelsior, June 1, 5, 11, 1941. 
89 La Prensa, June 8, 1941. 
%0 Excelsior, September 8, 11, 26, 1941. 


%1 See the open letter of the principal labor groups dated September 
17, 1941, and published in Excelsior, September 28, 1941. 
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Labor exacted as price for its support that the Syndicate not 
ask for higher wages.°*, 

On October 1, the Secretary of Labor presided at a meet- 
ing between the parties to fix bases for discussion of a col- 
lective contract,® and on October 8, Efrain Buenrostro an- 
nounced that agreements had been reached on all points of 
controversy except (1) the list of confidential employees, (2) 
the period of medical services, and (3) allowances for occu- 
pational accidents.** These disputed points extended the 
period of negotiations. Although an agreement was signed 
October 29 to reconcile the disputed points and put the col- 
lective contract in force within 60 days, negotiations dragged 
on for nearly seven months. 

The first point of disagreement with regard to confidential 
employees was particularly significant. It was a long-stand- 
ing problem that had been crucial in negotiations with the 
former companies and in the reorganization proceedings and 
was to cause serious disagreement in later years. Confiden- 
tial employees under the former companies had not been re- 
quired to belong to the Syndicate, but their number had been 
strictly limited. The Labor Board award of December, 1937, 
would have allowed the companies an estimated 1,100 confi- 
dential employees.**» As mentioned, all confidential employees 
were discharged at the time of expropriation, and their places 
were filled with members of the Syndicate. As soon as fric- 
tion between the administration and the Syndicate developed, 
the former began gradually to replace the Syndicate people, 
and this roused vigorous protests. In the negotiations, the 
management wanted to establish its right to free choice of 
confidential employees. The Syndicate, of course, wished to 
retain its influence over the confidential positions and charged 
the management with attempting to appoint excessive num- 
bers in order to dilute Syndicate personnel. 


With regard to the disputed points concerning the period 


‘2 Excelsior, September 6, 1941. 

3 El Nacional, October 1, 1941. 

‘4 Ta Prensa, October 8, 1941. 

®5 Universidad Obrera, op. cit., p. 29. 
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of medical services and the allowance for occupational acci- 
dents, claiming that the management discriminated among 
workers of the same categories, the Syndicate demanded that 
allowances be equalized within each classification of worker.** 
To this, the General Manager replied that the desire of the 
management was also to equalize allowances but at a level 
that would not increase the total cost, whereas the Syndicate 
wanted all allowances to be leveled at the highest in each 
category of worker.” 

On May 17, the two parties signed a collective contract 
to be effective for two years. It was a compromise docu- 
ment in which the administration got a firmer hold in the 
actual control of the organization, and the Syndicate received 
concessions on various social benefits. 

The new contract divided confidential positions into three 
groups."* The first group was to be appointed freely by the 
President of the Republic or by the administration. This 
class included the principal administrative officers, the lead- 
ing technicians in accounting, engineering, statistics, law and 
medicine, the superintendents of fields and refineries, and the 
private secretaries of officers. The second group included po- 
sitions that were to be filled from candidates who might or 
might not be Syndicate members. In this class were lesser 
technical positions in accounting, medicine and engineering, 
and geologists, geophysicists, chemists, and drillers. The 
third group was to be chosen freely by the administration, 
but from candidates who were Syndicate members. This 
group included assistants to superintendents and chiefs in 
some of the smaller offices and departments in various fields 
and refineries. 

As compared to the award of December, 1937, and devel- 
opments prior to May 17, 1942, the new contract gave man- 
agement considerably more scope. In case of permanent va- 
cancies in positions normally held by Syndicate personnel, 
the contract required the management to fill these with mem- 


“6 Excelsior, March 6, 1942. 
*T Novedades, March 11, 1942. 
*s Contrato Colectivo de Trabajo, 1942, Capitulo I. 
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bers of the Syndicate, but temporary vacancies were to be 
filled only if the management deemed it necessary, provided 
that the work of the absentee was not to be done without 
extra pay by another person in addition to his usual load.* 

Outside the class of confidential employees, seniority was 
declared to be a vested interest of workers, and seniority rules 
were laid down for strict adherence. The work week was 
fixed at 44 hours,'’”’-but workers were to receive in addition, 
regular pay for one day of rest each week and also for cer- 
tain days specified as holy days and obligatory rest days. If 
they worked on the weekly day of rest, on a holy day, or on 
an obligatory rest day, they were to receive triple pay. When 
a weekly rest day and an obligatory rest day coincided, they 
were to receive double pay if they did not work, and quadruple 
pay if they did work. 

The contract gave the management greater freedom in 
transferring personnel. Wage benefits in cases of illness or 
accident, both occupational and otherwise, were fixed at a 
figure below that set by the award of December, 1937. <A 
final major change was the provision that Pemex was obli- 
gated to pay 200,000 pesos per year for wages and allowances 
for 34 officers of local sections of the Syndicate and for trans- 
portation expenses of the General Executive Committee. 

The collective contract of May, 1942, seemed to have set- 
tled relations between the Syndicate and the management, 
but within a short time new difficulties arose. There were 
complaints against the transfer of employees by the admin- 
istration from the Isthmus Zone to fill vacancies in Poza Rica 
instead of using personnel of the local section.’”!. Also in 
carrying out its newly authorized powers in appointing con- 
fidential employees, the administration ran into problems 
with labor in attempting to replace certain Syndicate mem- 
bers with nonmembers.'°? In November and December, there 
was again a movement within the Syndicate to strike for 


%9 Ibid., Capitulo II. 

100 Ibid., Capitulo VIII. This is compared to 40 hours under the award 
of December, 1937. 

101 Novedades, June 8, 1942. 

102 Novedades, August 27, 1942. 
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alleged violations of the work contract, and there was talk 
on the part of the leaders of refusal to arbitrate.’°*? The con- 
1942. 

ciliatory intervention of the Secretary of Labor alleviated this 
threat. In April, 1943, nine sections threatened a work stop- 
page over the discharge of an officer of local section 3 and 
over the application of seniority rules.'** In August, workers 
in Ciudad Madero held a 24-hour work stoppage in retalia- 
tion for 300 alleged violations of the collective agreement.'” 
it was asserted that the instigators of the strike were non- 
Mexican agitators trying to cause international complication 
by sabotage.'"’ This may have been true, but the workers 
were especially susceptible to the blandishments of agitators 
because of the rapidly increasing cost of living. 

The cost of living index for Mexico City rose from 163 in 
1941 to 247 in 1943.’ This gave rise to considerable un- 
rest in labor generally; and the petroleum workers, still hop- 
ing for a restoration of the wage scales of the award of De- 
cember, 1937, began agitating for higher wages. In Sep- 
tember, President Avila Camacho intervened to order Pemex 
to put the wage scales of that award into effect and at the 
same time all wages below 5.52 pesos per day were increased 
10 per cent.'’* As a consequence, wages and salaries increased 
from 90 million pesos in 1943 to 123 million in 1944, an in- 
crease in expense that the industry could as yet ill-afford. 

The increased wages did not long satisfy the Syndicate 
leaders. The general unrest was reflected in recurrent local 
disturbances and strikes caused by apparently minor com- 
plaints. In December, 1943, some leaders attempted to press 
claims for a dismissal wage said to be due from Pemex. Their 
reasoning was that the expropriated companies in breaking 
the labor contract in March, 1938, owed each employee a 
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dismissal wage of three months’ pay plus 20 days’ for each 
year of service. Since Pemex assumed all the obligations of 
the former companies, the former had assumed the obliga- 
tion of payment of the dismissal wage.’ The management 
ignored this frivolous claim based on a technicality. There 
were also references by Syndicate leaders to claims of 50 to 
60 million pesos for wages which in the period July, 1938, to 
October, 1943, had been discounted below the award of De- 
cember, 1937...° These claims appear to have originated 
among less responsible elements, and the leaders did not press 
the claims. On February 21, 1944, the General Executive 
Committee of the Syndicate published in the leading news- 
papers of Mexico City an open letter accusing the manage- 
ment of 700 violations of the collective contract and of giving 
over the management of certain storage plants to private per- 
sons for operation on a commission basis when legally the 
collective contract was supposed to cover all stages of the 
petroleum industry.’!! The Syndicate asserted that the ad- 
ministration had finally signed a labor contract only after 
five years of strife and that the contract denied rights 
obtained from the former companies by the union. The 
Syndicate disclamed any responsibility for failure in the in- 
dustry or for labor unrest produced by these policies. In the 
same month, the northern sections carried out a ten-hour sit- 
down strike for alleged discounts of wages of workers in 
section 21.''° Shortly after, there was an eight-hour work 
stoppage in the Federal District in protest of violations of the 
labor contract.'!* 

On March 1, another widely published open letter of the 
Syndicate expressed its discontent over the relative wage and 
salary scales after the general increases ordered by Presi- 
dent Avila Camacho on October 1, 1943. It was asserted 
that officers had received increases of 33 and 1/3 per cent 
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compared to increases of only 8 to 15 per cent for the various 
classes of Syndicate personnel. : The administration answered 
the following day in an open letter pointing out that the 
existing wages and salaries were in accord with the Labor 
Board award of December, 1937, and that officers had re- 
ceived larger raises in October, 1943, because they had been 
subject to heavier cuts in July, 1938, and August, 1940. 

The renegotiation of the two-year labor contract, due to 
expire May 18, 1944, gave rise to additional friction. Two 
months before the expiration date the Syndicate gave Presi- 
dent Avila Camacho a memorandum, asking him to inter- 
vene to expedite the negotiations.''t* The extended parleys 
that followed lasted until September 8, when the parties signed 
a new agreement with only minor changes. However, during 
the period of negotiations, on July 1, 1944, all employees were 
given a raise of 2.50 pesos per day, and the contract increased 
the rental allowance to 1.5 Opesos per day for all employees.'!® 

Relations between labor and management remained fairly 
calm for six or eight months. Although there were rumors 
of threatened strike,'!® apparently there was no actual work 
stoppage again until August 20, when section 1 in Tampico 
went out on a four-hour political strike, which was repeated 
on a 24-hour basis on September 12 with the participation 
of two more locals.''* In October, the locals of the Isthmus 
Zone banded together in a 24-hour protest strike against treat- 
ment given workers by a superintendent at Coatzacoalcos.!!8 
These intermittent work stoppages gave rise to public protest 
by the General Director in his annual report of March 18, 
1946, when he complained that the various locals of the Syndi- 
cate were causing work stoppages ‘‘on the most trivial pre- 
texts including intra-Syndicate problems.” These strikes, he 


14 Fl Nacional, March 18, 1944. 

119 Records of Pemex. 

116 Fecelsior, April 4 and 17, 1945. 

117 These strikes were in protest against the Party of the Mexican Revo- 
lution, which had failed to cancel the election of a senator objectionable 
to the labor groups involved. Excelsior, August 24 and September 12, 
1945. 

118 Excelsior, October 27, 1945. 








of INTER-AMERICAN ECONOMIC AFFAIRS 


said, were curtailing production, upsetting distribution proc- 
esses, and even causing damage to fields. The Syndicate de- 
livered counter charges in an open letter published April 17, 
1946. The administration was accused of (1) centralizing 
power in the organization so as to make it a bureaucratic, 
rather than a business, institution, (2) failing to coordinate 
departments through excessive centralization, (8) preventing 
qualified technicians from entering the industry and failing 
to train personnel adequately, (4) neglecting exploratory 
work and the tanker fleet, (5) selling oil abroad at disas- 
trously low prices, (6) wasting money by engaging in un- 
necessary lawsuits with labor, (7) hiring foreign drillers who 
were less efficient than Mexican drillers, and (8) unpatrioti- 
cally contracting with Standard Oil of New Jersey to sell 
products in Mexico. In addition, the growing discontent of 
the workers was shown by their approach to the President 
of Mexico to request that the General Manager be dismissed.'"" 


Sporadic work stoppages continued to occur from time to 
time. However, there were no acute difficulties with the man- 
agement, and this appears to be due to the fact that the Syn- 
dicate was absorbed in problems of reorganization. Presi- 
dent Cardenas, in his fourteen points to the Syndicate leaders 
in February, 1940, had recommended that the local sections, 
then organized along former company lines, be reorganized 
to harmonize with the existing realities of unified industry- 
wide control. The movement to reorganize was obstructed 
by local jealousies and vested interests of local leaders. There 
were intra-Syndicate difficulties in March, 1946, that resulted 
in work stoppages in the Federal District.'*° The protracted 
reorganization was virtually complete by the middle of 1946, 
and the original 32 locals were reduced to 22.'"! 


119M. A. Hernandez, “El Fracaso en Mexico de la Expropiacién Pe- 
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In the summer and fall of 1946, labor-management rela- 
tions again reached crisis proportions. In July, the Syndi- 
cate requested that the labor contract, due to expire in Sep- 
tember, be renewed with certain modifications, including the 
reduction of the work week from 44 hours to 40 hours, the 
right of workers to retire on pensions at the age of 45 years, 
and the construction of additional medical centers in the north- 
ern and southern zones.'** The Syndicate leaders were under 
some urgency to press for higher wages along with the new 
contract, since the cost of living as measured by the index for 
Mexico City had risen from 310 in 1944 to 416 in 1946.'*% 
Intermittent work stoppages at the Atzcapotzalco refinery in 
Mexico City coupled with transportation problems caused pe- 
troleum shortages in that area, and more charges and counter- 
charges flew between management and labor.'* 

The Administration, still facing serious financial problems, 
was not in a position to make any far-reaching concessions, 
and negotiations broke down. Early in September, there were 
local strikes in the refineries, and the government sent out 
troops to prevent sabotage.'** The Syndicate gave official 
strike notice to the Federal Labor Board, but this threat was 
temporarily settled by an agreement, which included the fol- 
lowing principal terms: !“¢ 

1. Representatives were to be appointed and meet immedi- 

ately to negotiate a new contract. The time limit set for 

a new contract was March 8, 1947. 

. Wage scales were to be increased one peso per day, ef- 

fective September 9. 

3. The present contract was to be extended until a new 
contract was negotiated. 

4. Wages and allowances for officers of the local sections 
were to be readjusted so as to be consistent with the 
reorganized Syndicate. 


bo 
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5. Discussions were to be continued toward equalizing 
wages in the various worker categories. 


6. Grievance committees were to be established, and Pemex 
was to pay their expenses. 
7. The Syndicate was to rescind its strike notice. 

Despite these conciliatory gestures, relations deteriorated ; 
and on November 27, such strong feeling developed at Poza 
Rica that shots were fired and arrests were made.'** The 
principal issue that had developed in the negotiations was 
over equalization of wages. The point of difference was over 
the level at which wages should be equalized. The Admin- 
istration wanted equalization at a level that would leave the 
total wage bill unchanged, and labor sought to raise wages 
of workers in each class closer to the top level of the class 
so that no one’s wages would be reduced in the readjustment. 
The oil workers announced a 24-hour strike to be held on 
November 28. At the same time, it was announced that the 
General Manager, Efrain Buenrostro, had submitted his resig- 
nation. This development seemed to quiet the workers, who 
decided to wait until the political administration changed and 
to see whom President-elect Aleman would appoint as Gen- 
eral Manager. 

The appointee, who took office December 4, was Antonio J. 
Bermudez, a businessman and former mayor of Ciudad Juarez. 
One of his qualifications was that he had recently been elected 
senator from the state of Chihuahua with strong labor sup- 
port. His reputation for scrupulous honesty and strong moral 
fortitude '** gave much promise for the future of the industry. 
His handling of the problems that immediately rose to chal- 
lenge him vindicated his reputation in the opinion of the gen- 
eral public. 

Soon after taking office he was approached by the Syndi- 
cate on the problem of wage equalization with a plan involv- 
ing an increase in the wage bill of about 14 million pesos a 


127 New York Times, November 28, 1946; Excelsior, November 27, 
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year.'** Bermudez countered with an offer which would have 
increased wages 9 million pesos. This was unsatisfactory to 
labor, and on December 19 and 20 the Syndicate carried out 
an illegal 24-hour strike in the Poza Rica and Atzcapotzalco 
refineries. Bermtdez’ response was swift and decisive. He 
dismissed fifty Syndicate leaders responsible for the strike, 
including all members of the General Executive Committee. 
He petitioned the Federal Board of Conciliation and Arbitra- 
tion to terminate the violated collective labor contracts and 
instituted proceedings before the Labor Board for a “conflict 
of economic order.” 


In his petition to the Labor Board, Bermtdez based the 
existing difficulties in the industry upon the following con- 
ditions: }°8 

1. The financial crisis faced by Pemex resulted from the 

heavy responsibilities placed on it by the existing labor 

contract. The work contract was the reason for the fact 
that expenses exceeded revenues. 

. This disequilibrium prevented the organization from 
meeting its obligations and paying indemnification claims. 

. Financial imbalance prevented the industry from carry- 
ing out necessary exploration and refinery expansion. 

4. An excess of personnel, which was due to vested inter- 
ests in the Syndicate, weighed heavily upon the industry 
and the country. 

5. There was such disorder in the system of job classifi- 
cation that it was an obstacle to efficient development 
of the industry. 

6. The Syndicate had taken from the administration pow- 
ers necessary for a program of conservation, mainte- 
nance, and development. 

. The effectiveness of management was reduced by the 
contractual requirement that certain classes of confi- 
dential employees needed for administration and super- 
vision be chosen from Syndicate personnel. 


i) 


Go 
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8. In the Northern and Southern Zones higher wages were 
paid because of the climatic conditions. It was im- 
possible to change the assignments of personnel from 
either of these zones to the Central Zone because a re- 
duction in wages was not allowed under the existing 
contract. Therefore, transfers would make wages in the 
Central Zone anomalous. 

In his report to the Labor Board, Bermidez estimated the 
deficit for operations in December, 1946, at more than 12 
million pesos, while the expected deficit for 1947 was esti- 
mated at 55 million pesos.’ 

To meet these conditions, Bermudez asked that there be a 
general revision in job classification and a modification of 
wage scales, that excess workers be discharged, that the ad- 
ministration be given a free hand in the exercise of admin- 
istrative duties and in choosing confidential employees, and 
that there be strict application of the labor contract to ac- 
tivities directly connected with the petroleum industry, but 
freedom for the administration to carry out other work, such 
as house construction, with non-Syndicate personnel. 

On December 21, President Aleman announced his sup- 
port of Bermudez’ unprecedented action. This was a hard 
blow to the Syndicate and caused concern to the whole labor 
movement. The new President, then only three weeks in of- 
fice, stated that it was the duty of the chief executive to main- 
tain order in accordance with the law, to protect the insti- 
tutions of the country, and to prevent individuals or groups 
from undermining the constitutional regime.'** In justifying 
the drastic action taken, the President pointed out that soon 
after taking office he had ordered the Secretary of Labor to 
do all he could to find a solution to the long-standing problem 
between labor and management, but that the Syndicate had 
disregarded this conciliatory effort, had broken off negotia- 


131 These figures are unreliable as an indication of the true status of 
Pemex because they are in the nature of cash budget deficits and do 
not take into account depreciation and deferred charges and credits. In 
addition, the figure of 55 million pesos includes 22 million of expenditure 
on fixed capital, of which an unspecified amount was for depreciation. 
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tions, and had held an illegal strike. The violent measures of 
the Syndicate leaders, he added, had caused serious damage to 
the industry, and he would take the necessary measures to 
maintain the rights of citizens and ensure the well-being of 
the country. 

The President’s action found wide support from the pub- 
lic, government circles, and labor. The Regional Confedera- 
tion of Mexican Labor (CROM) announced itself in accord 
with the government action but asked that Pemex give a pub- 
lic statement of the basic issues.'** The Industrial Syndicate 
ot Mining and Metal Workers (El Sindicato Industrial de Tra- 
hajadores Mineros, Metalurgicos, y Similares de la Repub- 
lica Mexicana) congratulated the President for stopping the 
illegal strike.'*! After some hesitation, the Mexican Confed- 
eration of Labor (CTM) joined in the general disapproval of 
the Petroleum Syndicate, although officially the President’s 
action was not supported.'** The General Secretary of the 
Confederation of Labor, Fidel Velazquez, condemned the at- 
titude of the petroleum workers and expressed grave concern 
over the mistakes of the leaders because their action was a 
threat to the interest of the whole labor movement; and Lom- 
bardo Toledano, while supporting Aleman and appealing for 
labor unity, condemned the errors of both labor and manage- 
ment in their eight-year-old fight." He condemned the wild- 
cat local strikes held without approval of the General Execu- 
tive Committee and asserted that Bermudez had been pushed 
into making an issue of this fight by bad counselors. 

A special meeting of the leaders of the Confederation of 
Mexican Labor was called, and the problem was considered so 
serious that the leaders felt intervention was in order. <A 
resolution was passed to the effect (1) that an open letter be 
published to outline the issues and the attitude of labor grours, 
(2) that the Petroleum Syndicate should eall a special con- 
vention, (3) that steps should be taken to reconcile the ad- 
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ministration and the discharged leaders, and (4) that the 
position that the Petroleum Syndicate should adopt in the 
conflict of economic order should be determined.!** 

The surprising and unprecedented action of the manage- 
ment and the general hostility to the unruly leaders of the 
petroleum workers was a serious setback to the Syndicate. 
Within a few days, it was reported that the Syndicate lead- 
ers were attempting a rapprochement with the administra- 
tion of Pemex.'** To this, Bermudez responded that he would 
deal with them but would not put them back on the payroll. 
A special convention of petroleum workers was called in Janu- 
ary, 1947. Aleman took a conciliatory attitude toward the 
convention. He received a delegation and agreed to suspend 
the move for a conflict of economic order for 60 days and 
to reemploy those of the 50 discharged leaders who had had 
no connection with the strike in December, but he reaffirmed 
his policy of eliminating illegal strikes.4%° On January 11, 
the convention accepted the resignation of the General Ex- 
ecutive Committee. Thereafter followed a stormy series of 
sessions that brought no satisfactory settlement with the ad- 
ministration, who resumed proceedings in the conflict of eco- 
nomic order. 

After the report of the Expert Commission appointed by 
the Labor Board, the Administration and the Syndicate came 
to an agreement outside the tribunal. The agreement pro- 
vided for (1) a reduction in the number of confidential and 
temporary employees, (2) the payment by Pemex of a fixed 
sum to cover the expenses and allowances of Syndicate offi- 
cers, (3) the appointment of four mixed committees to handle 
grievances, (4) a 15 per cent increase in wages of workers 
in inclement areas, (5) increased freedom for the adminis- 
tration in transferring personnel, (6) the right of the ad- 
ministration to have certain work done on a contractual basis 
without having to resort to Syndicate personnel, and (7) 
mixed commissions to study 30 clauses of the work contract 


137 Jbid. 
138 Fxcelsior, December 26 and 27, 1946. 
139 New York Times, January 9, 1947. 


LABOR PROBLEMS 41 


that the administration wanted to modify.'*° This agreement 
had the force of a new work contract and was to be effective 
for two years. 

The official organ of labor, El Popular, lauded the agree- 
ment and Bermudez for his sincerity and for his action in 
developing the industry and avoiding a paralyzing bureauc- 
racy.'4!. Th Syndicate claimed that savings up to 80 million 
pesos a year should be realized under the agreement,'** but it 
is difficult to see how this could be true. Even if 4,000 work- 
ers were discharged (as the general secretary of the petroleum 
workers estimated) and their mean daily wage was as much 
as 30 pesos, the saving would have amounted to about 45 mil- 
lion pesos. However, despite the anticipated economies, 
wages, salaries, and other benefits, which in 1946 stood at 
219 million pesos, climbed to 232 million pesos in 1947 and 
249 million pesos in 1948.!*% 


The events of December, 1946, had left the Syndicate shaken 
but not broken. Although the leaders became less conten- 
tious in their dealings with the management, their energies 
did not go unexpended. They began to look farther afield. 
The first step was to join the Latin American Confederation 
of Labor (CTAL) in April, 1948.'4* This organization was 
composed largely of labor groups led by individuals of strong 
Marxist leanings.'*® Under the joint tutelage of the CTAL 
and the Petroleum Syndicate, an International Congress of 
Petroleum Workers was called in September, 1948. The key- 
notes of this Congress were (1) opposition to economic im- 
perialism and (2) national sovereignty for Latin American 
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countries.'** It was a reflection of the spirit that had brought 
on the expropriation and consistently opposed the return of 
any foreign companies in any phase of the petroleum indus- 
try, including the desperately-needed exploratory work. The 
Congress extended its hostility to the Inter-American Con- 
federation of Labor (CIT), a non-Communist labor organiza- 
tion in which the American Federation of Labor partici- 
pated.'#7 However, the Syndicate was not entirely happy with 
the Marxist elements either. Before the end of the year, the 
General Executive Committee was proposing to clean out the 
Communists within its own ranks, and among local sections 
of the Syndicate there was some effort to rejoin the Confed- 
eration of Mexican Labor,'** which had recently outsted Lom- 
bardo Toledano, the leader of the CTAL. At the beginning 
of 1949, this action was threatening to rend the Syndicate, but 
the issue appeared to lose importance in the face of early ne- 
gotiations to renew the labor contract due to expire May 30, 
1949. 

Although the meetings between labor and management got 
little publicity, talks toward a new contract appeared to be 
breaking down early in May '*” and there were rumors that 
the Syndicate would strike if the management did not give 
in on certain unspecified conditions. Finally nine sections 
held assemblies agreeing to strike if necessary to get their 
demands.'*® General Director Bermudez announced on May 
29 that Pemex was financially unable to meet labor’s wishes, 
because he claimed a budget deficit of 193 million pesos.’*! The 
General Executive Committee gave strike notice before the 
Federal Labor Board on May 30 and presented minimum de- 
mands which would have increased costs 70 million pesos. The 
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Syndicate reduced its minimum demands two days later to 
about half the earlier figure.** With the conciliatory help 
of the Secretary of Labor, the parties then came to an agree- 
ment on the basis of increased wages and allowances amount- 
ing to about 33 million pesos. The forty-four-hour week was 
reduced to forty hours. 

The General Executive Committee reckoned without the 
section leaders in making this settlement; and as soon as they 
publicized the agreement, sections around Tampico repudi- 
ated it.153 An outbreak of violence brought death to one man, 
and a member of the General Executive Committee was at- 
tacked. Troops jailed the leaders of section one. Although the 
leaders of the Confederation of Mexican Labor and the Alliance 
of Workers and Peasants expressed satisfaction with the 
agreement the Syndicate’s Vigilance Committee removed four 
top leaders of the General Executive Committee for being too 
easy in the demands against Pemex. The following Decem- 
ber the General Convention of Petroleum Workers supported 
the action of the Vigilance Committee in ousting the four 
leaders.!°* However, the contract of June, 1949, still stood. 

The significance of the maneuvering of the four members 
of the General Executive Committee is not known. They ap- 
pear to have been among those of strong Marxist leanings 
who favored Lombardo Toledano and his CTAL. Why they 
compromised with the management in the face of active op- 
position from the sections is uncertain, but they may have 
remembered the lessons of December, 1946, when the Gen- 
eral Executive Committee was ousted by the action of Ber- 
mudez and Aleman. It may be that the Syndicate sections 
seized upon the compromise as an excuse to remove leaders 
whom they distrusted for traveling too close to Lombardo 
Toledano, the CTAL, and other organizations sympathetic to 
Lombardo Toledano. 

What were the benefits received by petroleum workers 
from expropriation? Records of Pemex show that in 1946 
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the total bill for wages, salaries, and allowances amounted 
to 219 million pesos. Of this, wages and salaries constituted 
180 million pesos or about three times the 1938 figure.’ Of 
the 180 million pesos, 14.3 million was the company contribu- 
tion to the savings fund, which was more than three times 
the 1938 figure; 14.2 million was for housing allowances, 
which was six times the 1938 figure; 2.8 million was for in- 
demnities ; 5.3 million was for medical services, which was four 
times the 1938 figure; more than half a million was for Syn- 
dicate expenses; and 1.5 million was for miscellaneous bene- 
fits. In 1947, fifty-nine persons received scholarship pay- 
ments amounting to 113,000 pesos for study in petroleum 
and chemical engineering. In 1948, Pemex supported 42 
schools with 17,202 pupils at a cost of 2.8 million pesos. In 
1946, the company had 200 general practitioners, surgeons, 
and specialists to provide medical services to employees and 
their families, and in 1948 it supported eight hospitals. A 
study of wage and salary payments shows that in 1945, Pemex 
paid wages and salaries for 9.1 million days of which 6.2 mil- 
lion were days of actual work and 2.9 million were for vaca- 
tions, sick leaves, accidents, etc.'*® 

Another of the personnel problems of Pemex, but techni- 
cally not a problem of the labor relations of the organization, 
was concerned with the field of retailing. Pemex leased re- 
tail stations to individual enterprisers. It appears that dur- 
ing the era of the expropriated companies the retailers had 
organized themselves as labor syndicate (Sindicato de Traba- 
jadores de Comercio del Petroleo y sus Derivados de la Re- 
publica Mexicana) and had been recognized legally as such 
with all the accompany rights and privileges of labor under 
Mexican law. This organization remained outside the Syn- 
dicate of Petroleum Workers. At the same time, the hired 
labor of the retailers was organized as a part of the Syndi- 
cate. 


After expropriation Pemex consistently refused to recog- 
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nize the organization of retailers as a labor group and re- 
fused to deal with them collectively. In January, 1939, the 
issue was brought to a head by an announcement by Pemex 
that rental rates on the retail stations and equipment were 
to be raised.'5** The Syndicate of Retailers gave notice of 
intention to strike on February 4 in order to secure the fol- 
lowing demands: '** (1) a collective work contract, (2) lower 
rental rates, (3) a paid day of rest each week, (4) the pro- 
vision by Pemex of housing allowances, medical services, and 
work uniforms, (5) shorter hours, and (6) restriction of sales 
of gasoline by Pemex to members of the retailers’ organiza- 
tion. 

At this juncture, the organization of the employees of the 
retailers threatened a strike against Pemex if the organiza- 
tion recognized the Syndicate of Retailers, and the Syndicate 
of Petroleum Workers announced its intention of blocking 
recognition by carrying the matter before the Labor Board 
of Conciliation and Arbitration.'*» However, Pemex refused 
to recognize the organized retailers as a labor group and said 
any strike would cause cancellation of contracts." The 
matter was finally settled without a strike after Pemex made 
certain voluntary concessions to placate the retailers. In the 
fall of 1935, again, there were efforts to force Pemex to recog- 
nize the retailers as a labor group, but these efforts were 
also unsuccessful.'®! 

In conclusion and summary, the position of petroleum 
workers from the standpoint of wages and other benefits was 
an enviable one compared to other groups of Mexican work- 
ers. In October, 1942, the mean hourly wage in petroleum 
exploration, production, and refining was 1.23 pesos com- 
pared to 0.77 pesos in the railroads, 0.85 pesos among mining 
and metallurgical workers, and 0.70 in textiles.!°2 The mean 
hourly wages of common laborers in various industries at that 


157 Fxcelsior, January 12, 1939. 

198 Facelsior, January 19, 1939. 

199 El Nacional, January 25 and February 9, 1939. 

160 Becelsior, January 25, 1939. 

161 Fecelsior, October 23, 28, 30, and November 5, 1945. 

162 Anuario Estadistico, 1942, pp. 1298, 1301, 1302, and1303. 
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time were in petroleum 0.82 pesos, in railroads 0.42 pesos, in 
mining and metallurgy 0.56 pesos, and in textile 0.48 pesos.'"* 


This accounts in large measure for the fight of the Pe- 
troleum Syndicate to maintain control of hiring and to pre- 
serve the closed shop and closed union. However, the closed 
union in the early years following expropriation was not closed 
to friends and relatives whom persons of influence in the 
Syndicate wished to reward.'** One of the administration’s 
chief problems was to control the rapidly increasing numbers 
of employees on its payroll. The number increased from ap- 
proximately 16,000 in 1937 to almost 26,000 in 1946. This 
increase was excessive even granting that part was attribut- 
able to increased production and the more intensive produc- 
tion efforts necessary in the face of declining reserves and to 
the more active exploratory program. 


The increasing total labor cost did not benefit the individual 
workman nearly as much as might appear on the surface 
because the benefits were dissipated among the increasing 
numbers of workers and in the rapidly rising price level. Fur- 
ther, many of the seeming gains of the Syndicate after ex- 
propriation were in reality the gradual re-achievement of 
conditions gained by the Syndicate in the Labor Board Award 
of 1937, which the companies had belatedly accepted (except 
in the managerial controls to be granted labor) on the eve 
of expropriation.'® The financial and welfare gains had been 
lost, in part, in the difficult period following expropriation, 
when the general managers in the face of overwhelming diffi- 
culties were authorized to suspend them. At least until 1946, 
the attitude of the Syndicate leaders toward the welfare of 
the industry could be characterized at best as indifferent when 
one takes into consideration their insistent demands for higher 
wages and more generous allowances while at the same time 
they increased the work force inordinately. This conclusion 


163 [bid., pp. 1299, 1302, and 1303. 

164 Silva Herzog, Petroleo Mexicano, pp. 237-238. 

165 See Manuel A. Hernandez, “Observaciones Adicionales al Informe 
del Gerente de Petroleos Mexicanos,” El Economista, May 1, 1943, p. 35. 
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is inescapable, even if one grants the charge by the Syndi- 
cate that management was inefficient. 

Before expropriation, the common opposition to large, for- 
eign, economic interest concealed the real motives of the 
Syndicate leaders. Afterwards, the true nature of the aims 
of the leaders became evident. The official policies of the 
organization reflected many elements of traditional syndi- 
calist doctrine. Cardenas, who had socialist, but not syn- 
dicalist, leanings, blocked the Syndicate’s aim to gain com- 
plete managerial control of the industry. In the succeeding 
years, the Syndicate carried on a campaign apparently in- 
tended to wreck the industry financially. Until December, 
1946, the management and the President of the Republic, 
deeply sympathetic with labor, could not be aroused to an all- 
out fight to keep wages down to a level consistent with the 
productivity of labor. They finally acted to save the industry 
only under great duress. 

To a considerable extent, the dire financial straits that the 
industry faced in 1947 and the dreary prospects for neces- 
sary expansion in the industry were attributable to the poli- 
cies of the Syndicate. Early encroachments of the Syndi- 
cate impaired the managerial function; vested interests 
blocked reorganization; and excessive labor costs made gov- 
ernment subsidies necessary and prevented building reserves 
for undertaking exploratory work that in the longer view 
would have brought greater benefits to labor. The methods 
used by the Syndicate leaders were so ill-considered that on 
two occasions, at least, there was widespread disapproval by 
the leading labor groups, complaining against the harmful 
repercussions reflecting on all organized labor. Following 
the relatively harmonious period of labor-management rela- 
tions in 1938, worker productivity in the production and re- 
fining branches of the industry suffered serious setbacks. An- 
nual crude oil production per worker declined from 5,320 
barrels in 1938 to 4,730 in 1939, or about 11 per cent. The 
figure jumped to 5,910 in 1941, after the reorganization had 
reduced the number of employees in the production branch 
almost down to the 1938 level. Thereafter, however, reduced 
production and gradually increasing number of employees re- 








48 INTER-AMERICAN ECONOMIC AFFAIRS 


duced worker productivity to a low of 4,360 barrels in 1944, 
from which it rose to 4,950 barrels in 1946. These develop- 
ments were roughly paralleled in the refining branch. Ale- 
man recognized the general hostility of organized labor to 
syndicalist doctrines that would voluntarily destroy the in- 
dustry in order to gain worker control. His decisive action 
in December, 1946, ended at least temporarily the threat of 
syndicalism within the industry. 


TABLE 1 
WORKER PRODUCTIVITY IN THE PRODUCTION 
AND REFINING BRANCHES OF PEMEX 


1938-1946. 
Annual production Annual refinery 
of crude oil output in barrels 

Year barrels per worker per worker 
BU ed Neat ak Ch .. 5,320 4,140 
eR tec ree ee ee 4,730 3,160 
a ca ence 3,200 
RON 3,670 
Oe se 3,530 
I a ee ee 3.670 
DU SS Ae 2 3,360 
RO eS 3,380 
1946____ a ‘ _... 4,950 3,920 


Source: Basic data from Pemex. 

Expropriation did not solve the labor problem. In fact, 
from the standpoint of the government, labor problems were 
multiplied. It is apparent that the labor-management con- 
flicts characteristic of the period before December, 1946, were 
more deeply rooted than the form of ownership. Syndicalist 
doctrine, which the Syndicate leaders followed, called for 
complete Syndicate control. Less radical advocates of expro- 
priation, such as Silva Herzog, had hoped that the country 
would realize the full benefit of the industry (1) by oust- 
ing the foreign interests, which they felt took exorbitant 
profits from the country, and (2) by establishing government 
ownership so that the profits could be devoted to the good of 
society. Silva Herzog, as manager of the Distribuidora, ran 
headlong into the conflicting doctrine of the Syndicate lead- 
ers. The Syndicate’s struggle for control continued after ex- 
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propriation in much the same way that it had before 1938. 
The struggle was so similar that President Cardenas mildly 
rebuked the Syndicate in his understatement that the petro- 
leum workers had sometimes confronted the management with 
an attitude similar to that shown toward the foreign com- 
panies. 

It is likely that political stresses in government increased 
after expropriation because of the fact that there was no 
strong foreign element in the industry against which all par- 
ties could spontaneously unite. After that time, the govern- 
ment was torn between its sympathy toward labor and its 
obligation to operate the industry successfully. The govern- 
ment had to take on new functions: whereas, before 1938, it 
was principally concerned with the well-being of the petroleum 
workers while the private companies had the problem of mak- 
ing ends meet, after 1938 the government faced the added 
difficulty of trying to achieve a nice balance between the con- 
tending interests in the industry. One of the problems in 
labor-management relations was the intrusion of politics into 
the machinery for handling such relations. Cardenas, and to 
a lesser extent Avila Camacho, meddled in the legal processes 
of arbitration. One result appeared to be a lack of respect 
on the part of both parties toward the Federal Board of Con- 
ciliation and Arbitration and a feeling that any adverse de- 
cisions of that body were to be hurdled by direct appeal to 
the executive power, which, especially under Cardenas, felt 
obligations to labor. The fact that the Federal Board was a 
cog in the legal processes seemed to be ignored by labor, man- 
agement, and by even the chief executive of the republic. 
President Aleman’s decisive action in handling the illegal 
strike of December, 1946, was a step toward rectifying pre- 
vailing attitudes. 

The labor movement in Mexico lost strength after the war,'®* 
and there can be little doubt that activities of obstreperous 
leaders, including those of the Petroleum Syndicate, con- 
tributed to this. However, the Syndicate seemed to learn 
from its experience. After 1946, although complete harmony 





166 Coe, op. cit., pp. 59-60. 
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did not reign on the labor-management front, relations ap- 
peared to be more harmonious—there were few illegal strikes; 
and the Syndicate went so far in 1948 as to sign a pact of 
solidarity with the railroad and mine workers.’ The full 
significance of this pact was not clear, but it appeared to be 
directed to furthering the nationalization of industries, to 
opposing the establishment of foreign interests in the country, 
and, perhaps, to regaining some of the lost prestige of the 
Syndicate through closer relations with other labor organi- 
zations. 


Even though all elements in the Syndicate did not become 
reconciled to the existing organization of the industry, there 
were few voices heard after 1946 in favor of complete labor 
control. The trend continued in the direction of a more power- 
ful management under government supervision, and the pros- 
pects of successful development of the industry appeared 
brighter in view of this fact. 


167 [bid. 
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The Press Looks at Point IV 


By SIMON G. HANSON 


Probably no public policy of recent years has been as sound 
in conception, as promising in objective, as that labelled Point 
1V. And probably no public policy has been implemented 
with such lack of integrity, with such open disinterest in maxi- 
mizing the benefits from the outlay, with such reliance on the 
inability of the press to ferret out the facts, and with such 
cynical exploitation of the attractiveness which this program 
has for decent well-meaning Americans. 

Press conferences relating to Point IV have been considered 
a matter for second-string correspondents in Washington, 
and press coverage of the program implementation generally 
has been unsatisfactory. In the absence of more satisfactory 
material, however, something of value may be derived from 
a study of the product of these press conferences and press 
releases. 

This short article is prompted more immediately by a series 
of articles on a so-called “private” venture in Point IV which 
appeared in the great newspaper, The Christian Science Mon- 
itor, in the fall of 1952.' 


Integrity of Purpose. When the correspondent for the Moni- 
tor surveyed the wreckage of Nelson Rockefeller’s Basic Econ- 
omy venture in Venezuela, he found that it consisted of ‘‘major 
failures and minor successes.” He attributed the almost-in- 
credible operational disaster which Rockefeller had achieved 
to these factors: (1) failure to make adequate preliminary 
investigations, (2) the high overhead of the huge administra- 
tive apparatus and the “big-name” flash with which the op- 
eration had been conducted, (3) the blind spot which caused 
the directors to forget (if indeed they ever knew) that some 
local practices, even those of “backward” peoples, arise out 
of experience and a knowledge of local conditions and that 


1 See also the summary article by Robert Hallett, “Rockefeller’s Carib- 
bean Rainbow,” United Nations World, October 1952. 
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it is fatal to assume that everything of local origin is bad 
and everything originating in the “advanced” countries is 
superior, and (4) the concept of overnight magic which the 
officials of the Rockefeller venture stupidly built up. 

This was a good piece of analysis by the Monitor’s corre- 
spondent. But he failed to emphasize the deeper significance 
of this latest in the series of failures that have marred the 
career of Nelson Rockefeller. The real lesson is that unless 
genuine integrity of purpose can be achieved, Point IV whether 
in private or public dress must fail, regardless of the amount 
of money put into it and the extent to which public-relations 
counsel and slick advertising agencies are mobilized to extol 
the venture. 

If there is a core to the Point IV concept that can be 
identified, it is that Point IV seeks to spread receptivity to 
advanced technology, to stimulate adaptability and a readi- 
ness to accept promising advances, to narrow the gap between 
the time that advances occur in our knowledge and the time 
that a people accept the advances to their own benefit. For, 
essentially the amount of assistance for technical aid that is 
involved even in a maximum program is small relative to exist- 
ing government budgets, and given an appreciation of what 
improved techniques can accomplish, the matter of outside 
help is not central. Yet, in the Venezuelan fiasco, it was 
the promoters of the project themselves who rejected this 
concept. After all, almost one hundred million dollars had 
been spent by the United States Government learning the 
same lessons which the Monitor itemized in its explanation 
of the mess that had been made in Venezuela. This expendi- 
ture had begun before the President attached the label “Point 
IV” to the program, and partly while the same Rockefeller 
was supervising the activity as a government official. It is 
true that by 1952 the chief economist for the Venezuelan 
venture was ready to note piously that there is a need to take 
into account local conditions, a need for preliminary surveys 
and refinement of the technique of investigation, etce.2 But 


* Stacy May and others, Costa Rica, A Study in Economic Developinent 
(The Twentieth Century Fund, New York, 1952), pp. 18-19. 
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Rockefeller himself had spent millions of federal funds as 
Coordinator of Inter-American Affairs accumulating the body 
of knowledge which included every point that was to emerge 
again from the Basic Economy Corporation’s disaster. That 
this knowledge was ignored suggests that the objective of the 
program differed widely from its advertising as a private ven- 
ture in Point IV. 

There is further evidence of the lack of integrity in ap- 
proach. While the succession of failures was being built up 
under a ratio of administrative and overhead costs to actual 
assistance that was utterly fantastic, an officer of the Amer- 
ican Embassy in Caracas, probably the world’s best informed 
analyst on Venezuelan rural problems, was providing almost 
a blow-by-blow account of the errors. The Rockefeller organi- 
ation was aware of this. Clearly, if it had had a genuine 
interest in the developmental objective of Point IV, if it was 
not paying merely lip service to the concept of maximum utili- 
zation of the existing fund of knowledge which Point IV 
properly implemented requires, it might have been expected 
to take advantage of criticism of its obvious errors while 
there was still time to correct them. Instead, the organization 
demanded the reporting officer be shipped out of Venezuela 
at once, lest in some way the failures become impossible to 
conceal.* Failing in this nasty effort, it redoubled its efforts 
to propagandize in support of its activities, secure in the 


3 The quality of the thinking may perhaps bear additional illustration. 
The writer was talking one day with a famous economist who could not 
claim any particular knowledge of Latin America or any familiarity 
with the record of this type of venture in under-developed areas. It was 
early in the history of the project and the writer was uneasy as to the 
ultimate effect in terms of public policy of the questionable approach 
whose errors were becoming obvious. The economist, having served suf- 
ficiently long with foundations to be unworried by waste in the millions 
of dollars, drew himself up and explained: “I’ll have you know that I am 
an adviser to these fellows. These things just can’t be happening.” Pre- 
sumably this non-sequitur was his idea of the scientific approach to 
developmental problems in the under-developed areas. Again, the writer 
was talking with one of the upper-level brains of the venture one day 
and asked solicitously about a failure that had just cost about a million 
dollars. The brain replied: “Oh, that doesn’t worry us. We will just 
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knowledge that no American newspaper provides serious 
analytical coverage of Latin American developments.* 

It may of course be argued that this was a private venture, 
largely financed by the petroleum companies, and that if the 
Rockefeller organization chose to organize it as a vast family- 
patronage outfit, to make a good thing out of it for the “free- 
loaders” who gravitate naturally toward Nelson Rockefeller, 
this was their privilege. And that under these circumstances 
the venture should be judged in terms of performance as a 
personal promotion for Nelson Rockefeller to keep his name 
in the public eye, and or as a contribution to the public-rela- 
tions problem of the petroleum companies. There are sev- 
eral points to be offered in answer to this argument: 

(1) The whole Point IV concept is going to be discredited 
rapidly if suspicion arises that it is being used as a cover for 
other objectives. And that is true of both public and pri- 
vate Point IV activity. 

(2) At the tax rates which the Rockefellers and the oil 
companies pay, the Treasury actually carries a heavy share of 
the burden of wastes of this kind, and accordingly interest 
on the part of the outside public is justified. This is true 
also of the Venezuelan Treasury which conceivably would 
prefer to substitute its own spending for this type of organ- 
ized chaos. 

(3) From the viewpoint of the petroleum companies, the 
concept of a public-relations achievement being involved in 
the $12 million flowing down the drain in this fashion re- 
quires sober reappraisal. Wherever Americans invest abroad, 
they maintain their prestige and their reason for being pri- 


start all over again.” Actually of course all Point IV activity bases on 
the fact of limited resources and even where a program stems from a 
purpose of tax evasion for coverage of personal advertising this fact 
must be central. 

4It may be pointed out that the New York Times does print faithfully 
practically all propaganda bulletins issued by the Dominican Republic 
Information Bureau and has done so since Trujillo became concerned 
with American public opinion, but this is apparently a special case, 
and the criticism of press coverage otherwise must hold for the New 
York Times as well. 
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marily because they make a direct and tremendous contribu- 
tion to development. They produce. They command respect 
because of their efficiency. They do the job better. A display 
of colossal ignorance, a tremendous failure or series of them, 
a cover-up of failures through high-pressure public-relations 
work, can do tremendous damage to this conception of the 
American enterprise overseas. Further, it may seriously 
be asked whether the stockholders whose $12 million was used 
could not properly challenge the confusion in objectives which 
the handling of this venture revealed, and the fashion in which 
the culprits ended up by accusing the government under 
which the oil companies must live of not cooperating as fully 
as they should have or as fully as the previous government 
had. Surely, a direct investment overseas does not expect to 
thrive by accusing the government in power of being inade- 
quately interested in the social and economic development of 
its people. If this is good public relations, then clearly a new 
textbook is being used exclusively in Caracas.° 

Finally, there is the effrontery which the officers of the Basic 
Economy Corporation displayed in moralizing on their fail- 
ures: “It seems to me that this is a good lesson for Point IV.” 
What gall to try to convey the impression that a service had 
been rendered the government by this shameless waste! What 
was the lesson that had been furnished without request? That 
you should not ignore all knowledge or make a high-salaried 
WPA for family retainers out of Point IV? Or was it that 
Point IV will fail any time that it lacks integrity of purpose, 
any time that it is used as a cover for other objectives? 

Now, let us consider some other findings of the working 
press. 


Integrity in Evaluation. The news ticker stamps out the 
morning assignment: 11 o’clock Technical Cooperation Ad- 
ministration (TCA) press conference. A press assistant in 
TCA calls up some newspapermen to assure their attendance 
by tipping them off that this is the real thing—an unbiased 


°It should be noted that at the outset many oilmen in Caracas were 
dubious about the auspices and the objectives of the Basic Economy 
venture and rejected the idea of participation by their firms. 
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account of how the program really is going. The reporters 
assemble, are handed a press release which reads: “TCA 
wanted the opinion of an unbiased U. S. businessman and tax- 
payer on the Point IV agricultural program in Latin America 
... This man has visited five countries to evaluate Point IV 
agricultural activities . .. He insisted on an unrehearsed view 
of the projects.” 

By coincidence, this man to be interviewed is already a 
consultant to TCA. By coincidence, he has already published 
an article in a national magazine criticizing the “small funds 
begrudgingly appropriated by Congress” for the Point IV 
program. A reporter mumbles to a neighbor that TCA cer- 
tainly hadn’t taken any chances in sending him out. The con- 
ference begins. The reporters learn that this investigator 
had spent a full day in Brazil. He had “discovered” the ac- 
tivity in rubber cultivation being conducted in Brazil, a much- 
publicized activity about which perhaps everyone present 
knew as much as the investigator under examination. In Pan- 
ama he seemed to have “discovered” there were slums. In 
another country, the plane had developed mechanical trouble 
of some kind and so a full day had been possible. In another 
country, several days had been worked in and had made pos- 
sible the taking of some color-films. Elsewhere this unbiased 
unrehearsed evaluation had required less time. 

Clearly there is no story here unless a reporter wants to 
comment caustically on the quality of evaluation that TCA 
had apparently set up. 

So the reporters start fishing for a story. “Mr. , you 
are on record as criticizing the Congress for supplying too 
little money (and that begrudgingly) for this program.” The 
man beams at the evidence that someone at least has read 
him. “Then how do you feel about the statement just made 
by the head of TCA to the effect that he thinks the present 
appropriation is just about all that is needed and that can be 
justified and that the problem now is to spend it effectively?” 
The consultant squirms: “Did he really say that?” And nimbly 
reverses his field. “Oh, I guess I would go along with him 
on that. My article may have been a bit too hard on the 
Congress.” 
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Is this convincing independent evaluation? 

The punchline comes several weeks later. The top man in 
TCA himself takes off for a survey of the Latin American 
activities. He returns to tell reporters that he was disap- 
pointed to find that many programs in which our participation 
should long since have been wound up are still rolling on with 
U. S. funds! Well, well, what have all the other evaluators 
been doing on their junkets? Dozens of men from the Insti- 
tute of Inter-American Affairs have made the tour in the past. 
Granted that if anyone in a lower position had made this 
statement, he would have been fired for endangering relations 
with the Congress and threatening the future of empire-build- 
ing in TCA. But there is a standard of honest conduct in 
the relations between the Executive and Legislative Branches 
of our government. Why was the Congress never informed 
at appropriation time? And were the people entitled to know? 

A reporter at the previous conference keeps the ball rolling. 
It is known in the press rooms that a feud is raging between 
TCA and the State Department proper over the use of Point 
IV as a cover for supply programs wholly unrelated to the 
concept of technical assistance. State feels that it is so diffi- 
cult to push through balance-of-payments donations without 
a holler from the hill (Congress) or from the press that a 
great popular front like Point IV should be used wherever 
possible to conceal the donations. TCA top officials balk at 
this. So the reporter asks: ‘How about this business of blank- 
eting in supply programs?” An official of TCA snaps back: 
‘We asked the Congress for only $0.4 million for one country 
and they made us take $67 million in order to cover up the 
donations on supply account, so why blame us.” 

But what is important is that there were no resignations in 
protest at the use being made of Point IV (if officials really felt 
this strongly about it), no effective explanation to the press 
of the issue involved, no easy method by which the people 
could come to understand what was going on.* What solution 





* As this issue went to press, the Scripps-Howard papers broke the 
story of an “important unreported conference in Rome November 10-15” 
at which there was vigorous protest against the State Department insist- 
ence that Point IV be used as a cover for a “Marshall Plan gravy train.” 
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here? The old-line foundations cannot participate in honest 
evaluation of these practices, because they are still living in 
the era when they felt their duty consisted of fighting ‘‘isola- 
tionists.’’ Thus, any evaluation that might raise the question 
of poor or better performance in the international field is 
tied in their narrow minds with “encouraging isolationism 
or the isolationists in Congress’ and thus they prefer to 
look the other way. The government officials themselves have 
a vested interest in expansion of the program. A rare top 
man may get away witha criticism. But most of the officials 
do not feel free to comment. So it is left to the press to pro- 
tect the people. And the difficulties here are many because 
coverage is extremely difficult, made the more so by the lack 
of integrity of government officials in accounting to the public. 


Integrity in Accounting to the Public. Mutual Security an- 
nounces the award of a survey to private contractors. Sur- 
veys play an essential role in developmental activity, fabu- 
lous sums are being handed out for the purpose, and they can 
influence greatly the direction of subsequent financing. A 
reporter goes to the General Counsel’s office and locates some- 
one to answer some questions. This deal runs in millions, so 
it is newsworthy. 

“Have you asked the contractors to register with the For- 
eign Agents Registration Section of the Department of Jus- 
tice?” (He cites some facts that may be pertinent to this 
query since the law is rather loosely drawn, and who shall 
and who shall not register is hard to define.) The govern- 
ment official coldly says that that is none of our business, we 
just furnish the money. The reporter apologetically points 
out that he thought both agencies were part of the same gov- 
ernment and that compliance with the laws passed by the 
Congress might concern both agencies therefore. He hastily 
goes on: “How come these particular contractors got the job, 
was there open bidding, how did you reach the dollar-award 
figure agreed on, what overhead margin was used? How 
about finder’s fees? How about fixer’s fees? Have any pre- 
cautions been taken about middleman-payoffs for getting the 
contract for these people?” (He cites one case registered in 
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the Department of Justice and involving one of these same 
contractors in which 10% of the amount charged the particu- 
lar government had gone apparently to pay for an introduc- 
tion to the government official who would award the contract. 
And he might have noted that at Export-Import Bank appro- 
priation hearings the same question of middlemen activity 
at the Bank was being raised critically by a great senator 
from Illinois.) The reporter gets little or no information. 
He certainly gets no satisfaction, for the official issues a stupid 
threat that he will be ejected from the office if he insists on 
asking any more “improper” questions. 

Now, get the punchline again. Months later the head 
of TCA returns from the Far East. A reporter at the press 
conference (not the one mentioned above) raises the question 
of the costliness of this particular survey. The official replies 
on the record: “That was certainly an awfully damn high 
price to pay for the job.” Could the reporter have been on 
the right track in his queries? Or at least, were his queries 
“proper?” ® What do you think? (The official then went 
off the record to tell the reporters that if they really want 
to see how our money was wasted in bucketsfull, it is an- 
other country in the same region which should be considered. 
There a terrific irresponsible flow of money had occurred 
with negative results. But this is off the record, for it would 
be worth the man’s job if Mutual Security found out that he 
was letting the public know what was being done with their 
money.). 

It must be noted that unless a reporter represents a major 
press service or a major metropolitan newspaper, his chance 


® It might be noted that one of the contractors in question has refused 
to register this contract with the Department of Justice, relying appar- 
ently on the difficulty of defining who shall and who shall not register 
within the intent of the Congress. The point is that where the U.S. Gov- 
ernment finances a job of this kind and where there is reasonable reason 
to believe that a law might apply, it should be able to require application 
of the law, instead of leaving it in the grey zone. For any lawyer in 
MSA to assert that he doesn’t know anything about the law hardly does 
him credit. Full filing might conceivably provide data which would 
enable the agency in future contracts better to assess the value of serv- 
ices being rendered. 
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of getting the facts out of a government official when he is 
on the trail of a story are very slim. And for most reporters 
on the major papers, it is easier to stay in good with officials 
on the chance of being handed an exclusive from time to time. 
The Executive Branch has entrenched itself so firmly that 
integrity in accounting to the public is virtually impossible 
for the press alone to achieve. Which means, does it not, that 
we are relying increasingly on a revival of integrity on the 
part of officials themselves? Integrity in the climate of im- 
plementation, genuine interest in doing the job honestly and 
without purposeful concealment? 


Integrity in the Climate of Implementation. A newsmaga- 
zine “‘periscopes” that a man who has been registered as a 
foreign agent has been hired by the World Bank to make a 
very costly survey, which may influence U. S. developmental 
expenditures in that particular country for a long time. A 
reporter wins an interview with a senior officer of the Bank 
to ask some questions: ‘How did you happen to pick this 
man’s firm? What are his business connections? What about 
-..and...?” The World Bank officer is brisk, confident, 
pleasant: “This man was in our estimation the best man for 
the job ;we considered many other firms but after full study 
of his professional and business background we picked this 
man; he has and has had no business connections other than 
his own firm which carries his own name.” 


The reporter is obnoxiously persistent and wholly unim- 
pressed with the Bank officer’s self-assessed importance. He 
takes from his pocket a list of the business connections which 
the man in question has enumerated in his statement at the 
Department of Justice. This is the moment which makes 
leg-work rewarding and enjoyable for a reporter. “Would you 
care to identify these businesses which are listed by the per- 
son you engaged as firms with which he is connected, would 
you tell us whether these connections might in any way be 
related to recommendations that might be forthcoming to the 
Bank, would you tell us again how carefully you studied the 
man‘s business and professional background as against the 
other firms that are available for work of this kind?” The 
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World Bank officer angrily replies that he knows nothing of 
the firms listed, that the choice has been made, and that he 
does not choose to be subjected to further questioning. (One 
of the firms apparently is a business in which both this World 
Bank officer and the newly-hired gentleman have been offi- 
cers!) 

Mind you, we are here covering a case at the World Bank 
which emphasizes in its dealings with the under-developed 
areas that freedom from corruption in government service, 
integrity in public administration, is a top-priority require- 
ment for developmental assistance to be fully effective. And 
the man being interviewed is a senior officer of the Bank. 
Now, continue with the facts. 

The reporter as we noted is persistent and lo, a few months 
later, he is back at the Bank. This time the senior officer 
remembers him, and shows it. “Mr. , we have informa- 
tion that the man making a survey which may involve recom- 
mendations as to financing to be undertaken by the Bank is 
simultaneously on the payroll of the potential borrower.” 
Now, the senior officer is visibly disturbed. The financial 
community in New York does not recognize as sound prac- 
tice the use of a person in the employ of the would-be bor- 
rower as the person who is to make recommendations for 
the lending institution as to the feasibility of the financing. 
He blusters that this survey has nothing to do with the possi- 
bility of financing and to support himself he calls in the man 
who has been making the survey. Some support, what? 
The reporter is well briefed, lets the Bank officer get way 
out on the limb, and then chops away. He offers in evidence 
the original press release of the Bank in which it had noted 
that “The International Bank will be interested in discussing 
loans based upon the results of this mission.” 

Even as the senior officer of this “great’? Bank chews on 
this desperately, the Scripps-Howard papers pick up the scent. 
They break the story nationally that the economist while pre- 
paring recommendations for the World Bank had simultane- 
ously negotiated himself a deal with the potential borrower 
carrying a “take-home pay” at the rate of $200,000 per year 
and that both salaries are running concurrently. The press 
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officer of the World Bank answers immediate queries of re- 
porters with a flat: “The officer of the Bank is not going to 
resign.” The two-job man tells Scripps-Howard that “‘it is 
possible that the foreign government thought employing him 
would hasten favorable action on their loan applications but 
I think they should be given the benefit of the doubt.” They 
should be given the benefit of the doubt! Is the question of 
the propriety of action limited to the foreign government? 

But here is the real important fact. The World Bank set- 
les down to outlast the press. And of course it does. Hada 
U. S. Government agency been involved, heads would have 
fallen, even in a Democratic regime. But this is a semi-pri- 
vate institution. Although it lives on the credit of the U.S. 
Government, it is New York not Washington in atmosphere. 
Is it merely acting in the best traditions of what the late 
President Roosevelt used to call “those ancient frauds” of 
the dollar-bond days of the twenties? And of course it has 
been given status as a privileged sanctuary, free from the con- 
trols over financial activity which the SEC exercises in the 
case of other financing entities in this country.? Clearly 
when we study the climate of implementation of Point IV at 
an $8 billion institution, we must indeed worry about the 
ability to sanitate the base of the program. Perhaps some 
of the Point IV money might better be spent in teaching 
ethics and good conduct in this country, before we go abroad 
to spread our lessons to the “backward” peoples. 


The Question of Direction and Priorities. Announcement is 
made of a new type of officer being sent to one of the South 
American countries. He will act as an adviser on private 
investment for TCA. A reporter goes over to TCA to find 
out: “What is this new function? What reporting will he 


“At least one business-news service of unquestioned reliability has 
suggested that in various statements accompanying announcements of 
loans, the World Bank has falsified or strained the truth in a form that 
would bring strict accounting to the SEC if perpetrated by any other 
financial institution in the United States. The handling of the incident 
above, however, demonstrated how unconcerned the Bank is with issues 
of proper conduct. 
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do that is not already covered by foreign-service regulations 
governing the Embassy’s reporting? Does he operate on his 
own in direct relations with the foreign government and if so, 
does not this forecast the inevitable trouble that arises from 
two-headed representation of the United States in a foreign 
country? Are you setting this up for all countries, and how 
much are you allocating?” 

The TCA official is pathetically unprepared to answer these 
questions. He is pretty new here himself, and so far the 
function of TCA that he has seen the most of is the continual 
hiring of people and the breeding of sections and divisions 
with seed certified from its success in the old-line agencies. 
He echoes the basic line: ‘“‘Keep in mind that we have only 
about $20 million for Latin America, so naturally we cannot 
do all that we would like to do.” He does not think this dupli- 
cates functions legislatively assigned to other departments of 
the government. He is not sure what the job consists of any- 
way. He falls back on this: “They want it.” 

Months later the director of Technical Cooperation holds a 
heavily-attended press conference. He announces that TCA 
is moving into the industrial field in Latin America. It will 
now provide technical assistance programs for Latin Amer- 
ican factories. The press wants to know, among other things: 
“Why should the United States subsidize Latin American 
Manufacturers who are already making 30% to 50% per year 
profits and who are thus well able to pay in full for services 
intended to improve their efficiency and boost their profit- 
making capacity even higher?” Is TCA merely bent on con- 
firming the fears of Supreme Court Justice Douglas that this 
program can deteriorate into a program that broadens even 
more the disparity between rich and poor in the under-de- 
veloped areas and thus intensifies the very difficulties it was 
intended to remedy ? TCA’s head is an honest man, easily 
the cleanest operator in the foreign field that the press finds 
to deal with in Washington. He replies: “That’s a good ques- 
tion, I really don’t know.” And then he offers the snapper: 
“They want it.” 

Who are they? What is the point in issue here? Stanley 
Andrews has correctly stated that Point IV operates ‘“‘wherever 
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we are wanted, wherever we have competence, wherever the 
need is clear.” Granted that the program is not to be im- 
posed on any country against its wishes. Nevertheless, the 
fact remains that someone must determine the correct pri- 
orities in alternative outlays as they relate to achievement 
of the central objective, for there is one factor not defined in 
the “wherevers” of Stanley Andrews, and that is the matter 
of limited resources. The potential outlets for American as- 
sistance are so great that no program can function in the 
assumption of unlimited resources.’ Weare continually forced 
to choose between alternative expenditures and we had better 
make the right choice in most cases. It must then be a good 
measure of the distance from optimum expenditure of money 
and energy that the program is now reaching to note how fre- 
quently we are confronted with a justification limited to 
“they” (the foreign government) want it. It does not seem 
possible that an appropriation can be justified before a Con- 
gressional committee when the agency feels uncertain as to 
the rightful priority which the use should assume in a genuine 
developmental assistance program and has only some mysteri- 
ous “they” to ascribe the desire to. In the case of industrial 
technical assistance, it might be noted that TCA was on very 
weak ground when the press conference was held, because it 
had the case of at least one such program in an under-devel- 
oped area whose failure was well-established and understood: 
the mission was sitting around in a foreign country doing 
nothing, the support-group in Washington had even less to 
do, the recipient country had given clear indication of the 
error in embarking on the particular program, and the only 
accomplishment was the mailing of checks at regular inter- 
vals. And of course, the press was already insisting that 


8 The fact that certain private interests have been assuming financial 
burdens which the U.S. Treasury could not handle, such as the purchase 
of the UN site, may have created the impression that at least Point IV 
work in such private hands need suffer no financial limitation such as 
handicaps those dependent on tax collections. This is not true, however, 
and even the Basic Economy Corporation’s venture in Venezuela might 
have fared better had someone dared suggest that funds are not unlimited, 
even in an American petroleum or a British petroleum company. 
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Mutual Security was riding its hobby-horse of productivity 
campaigns in Europe in a shamefully wasteful fashion that 
cried out for an expose. In these circumstances the people 
are entitled to something better than a limp “They want it.” 

Nor is this point limited to expenditures by the U. 8S. gov- 
ernment alone. If there is to be any serious advance in the 
standard of living of the under-developed countries, the aid- 
recipients are going to have to gain an appreciation of the 
need for priorities across the board and to recognize the 
fact that when they choose deliberately to make the wrong 
choices whether out of excessive nationalism or under the 
pressure of local vested interests, they are not going to be 
able to get outside assistance to pay for the damage thus 
done. In other words, regardless of the good will with which 
the United States offers to share its own resources technical 
and financial, major deviations from sound development policy 
insisted upon by the under-developed countries cannot pos- 
sibly be compensated by U. S. aid. 

Consider this case.. Some time ago a group of Colombian 
businessmen hired an engineer to determine the economic suit- 
ability for a pulp and paper industry of the species of woods 
to be found in Colombia. The engineer studied an area of 
some 300,000 hectares in the Magdalena River valley, found 
eight types constituted 85° of the forest area, three types 
constituted over 50% ; he suggested that an economical log- 
ging operation could be established with a supply of timber 
for hundreds of years; but he went on to recommend that 
laboratory tests be made to determine the qualities and char- 
acteristics of each wood and the type of paper it might pro- 
duce. In August 1951 the Forest Products Laboratory of the 
Department of Agriculture notified the Colombians that the 
cost of the tests would run $2,900 per species or a total of 
$23,200. Now, here was the potential base for a great new 
industry in Colombia. The: Colombian budget runs in the 
hundreds of millions and it supports commercial activity as 
well as strictly governmental function. What priority on 
financial resources of that government should the laboratory 
tests of the timber occupy? Here is Colombia’s answer: The 
Komento Institute informed the U. S. Government that $23,200 
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was more than the Colombian Government could afford to 
spend, and it suggested that the United States furnish $14,500, 
on the basis of which the Colombian government would then 
consent to furnish $8,700. But note that this is Colombia 
which has not hesitated to enter uneconomic commercial ac- 
tivity like merchant shipping, to expand its commercial ship- 
ping activity into direct trade rivalry in the Central American 
trade, to go ahead with steel mill ventures out of line with 
recommendations made by unbiased technicians at its own 
request. It is clear that no foreign power should try to tell 
the Colombians what to do and what not to do. But it is 
equally clear that this country has no obligation or right to 
be spending taxpayers’ money to offset expenditures being 
assumed deliberately by the foreign government in defiance of 
sound judgment as to the correct priorities for economic de- 
velopment. This is a major issue, one which pervades all 
financial relationships being entered upon as well as the mat- 
ter of strictly technical aid. It comes down to the fact that 
regardless of our deep interest in the advancement of the 
under-developed areas, we cannot go beyond the government 
in control in a particular country. If its choice of priorities 
is definitely one that confines or defies the country’s economic 
potential, we can do little with justification other than to 
suggest sympathetically that the country is headed in the 
wrong direction. 


Integrity in Administration. The successful bureaucrat goes 
before a Congressional committee and describes the work of 
a Minnesota nurse in the interior of Bolivia or Ecuador— 
remote, isolated, dedicated ;or a forest technician in the jungle 
—sacrificing his health and future to work out the salvation 
of some foreign country; a school-teacher beating her brains 
out against the local obstacles of lack of interest, debilitated 
student body, etc.; a public-health specialist opening up a new 
era of well-being in a great urban community. The music 
is soft and gentle, it conjures up the missionary setting, the 
concept of personal sacrifice deeply linked with the taxpayer’s 
financial sacrifice. 

Nothing could be farther from the truth. Point IV as it is 
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being administered today is no dedicated activity manned by 
dedicated personnel. It consists of an immense corps of people 
living on a handful of competent technicians out in the field, 
a corps of people who are on the average better paid than 
they have been before or than they can hope to be elsewhere in 
the government or in alternative employment outside.® Many 
in the United States are accustomed to bewail the number of 
men the Pentagon mobilizes to service the lone fighter in 
the ranks. But the Pentagon is strictly amateurish compared 
with the job the civilians are accomplishing in Point IV. 
Never have so many program reviewers, budget officers, press 
attaches, unemployables, administrative assistants, corre- 
spondence shufflers, coffee-hour waiters, junket arrangers, 
junketeers, and so on, lived on so few competent workers. 
When Senator Douglas went to the floor of the Senate to criti- 
cize the three or four or ten persons hired by the State De- 
partment for each job of work that was available, he was not 
vet familiar with TCA, for here the principle is applied at 
its worst. Here the personnel empire-builder is in full glory. 
He has embraced the vision of Point 1V—a steadily expanding 
field which can only become more and more important as time 
goes on, and thus offers a potential for the empire-builder 
quite beyond that of a mere enemy-country occupation activity 
which has time limits or a housing agency which is limited 
to the borders of continental United States or a social security 
program limited to the forty-eight states. The reporter sees 
this in his everyday contact in Washington. But he can do 
nothing about it; he cannot even get beyond the budget-figure 
guardians to present the statistical analysis. The Congress- 
man too suspects. But he is flooded with the tears for the 
under-nourished, under-housed, and under-fed nine-tenths of 
the world, and his capacity for analysis is flooded away by this 
skilful use of irrelevancies. ‘Do you have anything against 
these poor under-developed people, Mr. Congressman?” Of 
course not. But that is not the issue. What in the world 
does sympathy for the under-fed have to do with the empire 
building in the McShain Building? 





“See, for instance, the startling figure on the average salary paid. 
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Nor is this all. Everyone wants inon the act. For there are 
empire-builders in every country. Some months ago a re- 
porter went out to lecture to a university audience on the 
crumbling of the good-neighbor policy, and as is proper, in 
the course of his talk he compared the glorious objectives 
which had once been projected for the Inter-American Eco- 
nomic and Social Council with the shabby circumstances to 
which it had been reduced by incompetence of leadership on 
the part of the United States. He was not aware that there 
were Latin Americans in the audience until a gentleman rose 
to identify himself as a member of the Council and to express 
his hurt at the charges against the Council. “Look at our 
Point IV activities,” insisted the Council supporter, ‘‘this 
might alone justify our existence.’ A piddling assignment 
of a portion of the Point IV budget had sufficed to give the 
inactive Council the sense of doing something, and lo, it saw 
itself maintained. Here, too, the tremendous load which the 
small amount of effective help has to carry is borne out by close 
examination. 

During the Democratic regime in Washington, the Budget 
Bureau was expansionist by nature, and the theory expressed 
usually was that as long as something is being accomplished, 
it does not matter too much whether the program costs $2 mil- 
lion or $20 million. In line with this stupidity, an Assistant 
Secretary of State customarily arrived on the hill to testify that 
even if the charges of overstaffing are correct, the Congress 
ought to remember that State costs only the price of one battle- 
ship (how the fleet has grown now!), as if this had any rele- 
vancy. What is important is that the building of empires on 
the narrow base of a small group of well-meaning, hard- 
working technicians defeats any possibility of effective enun- 
ciation and implementation of policy. In other words, in addi- 
tion to the fact that the Treasury is not strong enough to pay 
$20 million for every $2 million of function, the effective- 
ness of the program diminishes in proportion to the over- 
staffing. What any intelligent member of the press corps 
must find on close examination is that we are threatened with 
a tragic betrayal of the hopes and aspirations of the under- 
developed people if we allow a great national and interna- 
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tional bureaucratic empire to be built up in the Point IV ap- 
paratus. And for those whose inherent decency revolts at any 
check on the good works of this program, it must be empha- 
sized again and again that what is at issue is not whether 
or not we should perform these good works, rather it is how 
can they best be performed. 

In part, there is reflected in the implementation of the 
Point IV program merely the growing ineffectiveness of press 
coverage, the passing of vigorous editorial scrutiny of the 
bureaucracy, the increasing boldness and the cynical belief 
of the bureaucracy that it can evade effective scrutiny by 
either the Congress or the people because of the very magni- 
tude which government activity has now reached. But the 
problem becomes more acute when as in the case of Point IV 
the mask is cemented by unscrupulous use of the splendid mo- 
tivation and objective which prompts a particular activity. 








The Economy of Montevideo 


By RUSSELL H. FITZGIBBON * 


The tourist—or, for that matter, the permanent native 
resident—walking about the narrow streets of Montevideo’s 
Old City is not aware that he is traversing a funnel. The 
configuration of a funnel is not physically apparent, even from 
a high-flying airplane. Viewed figuratively, however, the Old 
City is the narrow inlet and outlet of the economic life of 
Uruguay. The tip of the funnel is the port of Montevideo; 
its valve is the multi-storied aduana or customs house. Through 
the port flow more than three-fourths of Uruguay’s imports 
and exports. In the Old City are the shipping firms, the 
banks, the stock exchange, the commercial houses which regu- 
late that flow of goods and materials. 

If the figure be changed, the Old City becomes at one and 
the same time the nerve center and the heart of economic 
Uruguay; through its streets as arteries pulses the economic 
lifeblood of the country; over its telephone wires as nerves 
pass the messages which control the nation’s economic ac- 
tivity. 

In terms of political expression Uruguay’s capital city is 
Government. In economic terms it is Business, which is to 
say, in large measure, trade and Manufacturing. Uruguay 
is still to be labeled an agricultural country. Sheep and cattle 
are its basic economic pillars. Montevideo employs these pil- 
lars in building its own economic edifice and the superstruc- 
ture becomes industry and commerce. 

It was calculated a few years ago (when the Uruguayan 
population was estimated at 2,350,000) that the number of 
employed people in the whole country was 776,000 or almost 
exactly one-third of the population. Of the roughly three- 
quarters of a million employed persons almost exactly half 
were estimated to be concerned with livestock and agriculture, 
about one-fourth with trade and industry, approximately a 

* Dr. Fitzeibbon is Professor of Political Science at the University of 
California, Los Angeles, California. 
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tenth with government, a twentieth with construction work, 
and a twenty-fifth with transportation and communication." 

If we assume that none of those directly engaged in work 
with livestock and agriculture live in Montevideo but that 
nine-tenths of those concerned with merchandising, manu- 
facturing, and government and three-fourths of all persons 
occupied with the other categories are residents of the capital 
and if we further assume that the ratio of employed persons 
to total population is logically somewhat higher for Monte- 
video (say two-fifths instead of one-third), we arrive at a 
population figure of about 830,000 for the capital city. It is 
a figure very closely approximating current direct estimates 
of Montevideo’s population. 

About the only industrial activity outside of Montevideo, 
and most of it is distinctly small-scale, is at Fray Bentos, 
Paysandu, Salto, Canelones, Mercedes, and Puerto Sauce. 

At any rate, an estimate of some third of a million employed 
persons in Montevideo necessarily presupposes an important 
role for both commerce and industry. In so far as this in- 
volves a considerable degree of industrialization it is the more 
surprising because Uruguay suffers in even exaggerated form 
several of the general handicaps which afflict Latin America 
as a whole in its almost desperate struggle to industrialize. 
In other respects, however, Uruguay is at an advantage as 
against other Latin American countries. 

Among the elements which must be present and intricately 
geared together before a large-scale and especially a heavy 
industry can be successfuly built are capital, raw materials, 
power supply, labor supply, industrial know-how, markets, 
and an adequate transportation system. Uruguay has or can 
easily attract ample supplies of capital, either domestic or 
foreign. It is singularly lacking in such important raw ma- 
terials as iron and manganese, copper and aluminum, sulfur 
and rubber. The usual sources of industrial power—coal, 
petroleum, and hydroelectric power—are either absent or 


' More specific figures and percentages were: livestock and agriculture, 
585,000 (49.7 per cent); merchandising, 100,000 (12.8 per cent); manu- 
facturing, 90,000 (11.6 per cent); government, 76,000 (9.8 per cent) ; 
construction, 38,000 (4.9 per cent); transportation and communication, 
81,000 (4.0 per cent); ether activities, 56,000 (7.2 per cent). 
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woefully in short supply in Uruguay; only four of the small 
northern Latin American states, for example, have a smaller 
hydroelectric potential than Uruguay. Labor supply involves 
an adequate reservoir of man power, preferably reasonably 
well fed and educated; Uruguay’s population is small though 
there is no complaint about the satisfactory filling of stomachs 
and minds. No problem is presented with regard to industrial 
know-how by Uruguay’s intelligent and adaptable population. 
Markets, domestic, at least, depend on the size of the popu- 
lation and on its purchasing power; Uruguay’s population, 
though small, has a relatively high purchasing capacity. The 
country’s transportation system is reasonably good; com- 
pared with that of many Latin American countries it is ex- 
cellent. 

All factors taken into account, then, the shape of Uruguay’s 
not inconsiderable industry is agriculturally determined. Uru- 
guay’s chief manufacturing industries are those processing 
some form of agricultural product, most of it of national 
origin. In 1947 the number employed in industries dependent 
on agriculture was almost two-thirds of the total employed 
in Uruguayan industry and the gross value of production in 
such establishments was more than four-fifths of the total 
gross value. The role of Uruguayan industry in the fore- 
seeable future appears to be, then, in the processing of agri- 
cultural products and the manufacture of consumer goods for 
the domestic market. 

The circumstances further and in greater detail determine 
the shape of Uruguayan industry. With a small population, 
a relatively high and widely distributed purchasing power, 
and a considerably developed though not chauvinistic sense 
of economic nationalism it is logical to anticipate that the sec- 
ond type of industry referred to above, i.e., the making of 
consumer goods for the domestic market, would be primarily 
small-scale industry. The probability of this result in indus- 
trial organization is at least presumptively borne out by the 
1936 industrial census (the latest one taken) which indicated 
that of a total of 11,470 manufacturing establishments no 


2 George Wythe, Industry in Latin America (New York, 1949), p. 130. 
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fewer than 10,374, or just over nine-tenths, employed fewer 
than nine workers. 

The other portion of the picture is determined by the fact 
that the overwhelming pastoral economy of Uruguay produces 
relatively enormous supplies of wool, meat, and hides and 
skins for export. The industries growing out of this situa- 
tion will, by the same token, presumably be few in number 
but much larger scale in operation. The same industrial census 
showed ninety-nine, or less than seven-eighths of one per cent, 
of the establishments making use of 100 or more workers. 
The statistics would be shown to have changed in detail by a 
later industrial census but doubtless the proportions would 
be much the same, as would the deductions to be drawn from 
them. Dr. George Wythe, the foremost authority on Latin 
American industry, concludes that only a little more than a 
fourth of the industrial workers were employed in good-sized 
factories and that about half of these, or some 12,500, were 
in the single category of meat-processing plants. 

It is the meat packing and refrigerating plants that are 
symbolic of Uruguayan industry. A meat processing factory 
was also the parent, or grandparent, of all modern Uruguayan 
industry. The Liebig Meat Extract Company of London 
established its famous plant at Fray Bentos on the Uruguay 
River in 1863-65. The meat-extract industry throve on cheap 
cattle and as the quality and the price of cattle increased that 
type of processing declined until it now has dropped to a 
relatively unimportant point. 

The same course of ascendancy and decline characterized 
the jerked beef industry. This form of processing, industrial 
descendant of the colonial preparation of charqui or tasajo 
for consumption by Brazilian and Caribbean slaves many gen- 
erations ago, also prospered on a supply of cheap beef, often 
stringy and tough. The saladeros which prepared the jerked 
and salted meat were the backbone of the processing industry 
in the nineteenth century and at times used two-thirds of the 
cattle raised in the country. The gradually improving quality 
of Uruguayan beef spelled potential doom, however, for the 
saladero and by the early twentieth century both the Brazilian 
and Cuban markets were lost because of tariff walls and other 
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obstacles. The industry inevitably passed to the present form 
of meat processing by the frigorifico. 

The frigorifico, which is distinctly a large-scale type of op- 
eration, dates from 1904. At present one British-owned, the 
‘Anglo” frigorifico, two American, Armour and Swift, and the 
Uruguayan government’s Frigorifico Nacional (or, to use the 
common practice of telescoping words, the Frigonal) almost 
completely monopdlize the canning, chilling, and freezing of 
meat.* The first three are concerned primarily with the ex- 
port trade and the Frigonal with the domestic market, espe- 
cially that in Montevideo. The frigorificos operate by dis- 
tinctly modern industrial methods and, while their production 
falls much short of their large-scale counterpart in Argentina, 
they form a type of industry of which Uruguay may well be 
proud. The four frigorificos have a capacity of some 4,000 
cattle and 7,000 sheep a day; mutton is a far less important 
product of the industry, however, than is beef in its various 
forms. As by-products the frigorificos produce beef extract, 
fats, dried blood, guano, glue, and others—using everything 
but the moo and the baa, as a North American packing house 
man might put it. 

The food wealth of the sea has been tapped by Uruguay but 
with only a minimum of success. One of the government’s 
autonomous entities or public corporations is the Servicio 
Oceanografico y de Pesca, or Soyp for short, which was dedi- 
cated to the end of providing abundant and cheap fish for the 
Uruguayan table. To date, however, the people have refused 
to become fish conscious: the annual per capita consumption 
as recently as 1949 was only about three and a half pounds. 
Soyp’s canning of fish and fish oil and meal has definitely not 
been big business nor has it been financially profitable. 

The government’s successful efforts to stimulate wheat pro- 
duction have naturally opened the way to increased milling 
activity. Most of the wheat-flour mills—rice and corn mills, 
too, for that matter—are small-scale establishments. Monte- 
video’s domestic cuisine puts a premium on vegetable oils— 

3 The Anglo frigorifico ceased operations, at least temporarily, in 1952 


because of the difficulty of contending with governmental and economic 
obstacles. 
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a glance at the shelves of half a dozen neighborhood almacenes 
would convince one that the Uruguayan navy could be floated 
on a sea of vegetable oil. Its processing, principally from sun- 
flower seed and peanuts, is really a war-born industry 
though the shutting off of olive oil imports during the Spanish 
Civil War was a contributing factor. Packaged food pro- 
duction is increasing in Uruguay though the Montivideano and, 
needless to say, his country cousin eat much less out of tin 
cans, cellophane bags, and cardboard cartons than do their 
North American opposite numbers. 

Beverages, especially wine and beer, are made in quantities 
large enough to supply the Uruguayan demand. It is Uru- 
guayan-grown grapes and barley that furnish the raw ma- 
terials. Some 2,000 tons of sugar are refined annually—only 
abzout two or three per cent of what Uruguay uses—but if 
governmental stimulus to cane growing in the northwest proves 
succesful the raw material source, hitherto limited to beets 
grown in two Southern departments, will be considerably 
augmented. 

Since wool is Uruguay’s most valuable export it is con- 
ceivable that a gigantic woolen textile industry might emerge. 
There is such an industry but it does not deserve that optimistic 
adjective even though the more starry-eyed Uruguayans look 
forward to the day when all Uruguayan wool will be con- 
sumed locally, none exported. That day seems remote. Yarn- 
making, knitting, and weaving received a wartime lift in 
Uruguay because of the difficulty of importing textiles. Uru- 
guayan tastes still run to English woolens, however, and some 
Montevideanos will tell you that a suit made of Uruguayan- 
woven cloth will sell more readily if the maker or the merchant 
has sewed an “English” label on the inside pocket! 

Most of the wool fabrics woven in Montevideo’s mills are 
the lower- and medium-priced grades and they are now to 
some extent protected by tariffs. The early post-war industry 
counted almost 60,000 spindles and a production of more than 
6,000,000 square yards of worsted and woolen fabrics and 
some 3,850 tons of woolen yarn. 

Cotton weaving—most of the raw cotton is imported from 
Paraguay—is of long standing in Uruguay but spinning de- 
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veloped only during World War II. The finer cotton fabrics 
and yarns are imported but the Uruguayan industry in the 
early post-war period included some 47,000 spindles and 1,100 
looms and produced about 3,300 tons of fabrics and 4,600 tons 
of carded yarns. 

Uruguay has long since given up making houses, doors, beds, 
and rope of leather, as was common in the early colonial 
period, but with Hides and skins still among the country’s 
foremost exports it stands to reason that much leather is 
even yet available for shoes. Uruguay manufactures them 
to the number of about a million pairs a week. 

Other kinds of manufactures are numerous. The pace set- 
ter in chemical manufacturing is the government’s Institute 
of Industrial Chemistry which began during World War I 
as an experimental establishment but, because of the war- 
time inability to import needed chemicals, had to go into the 
manufacturing business. Gasoline, alcohol, and cement are 
produced by the autonomous entity Ancap—the Administra- 
ciédn Nacional de Combustibles, Alcohol y Portland. Funsa 
(the Fabrica Uruguaya de Neumaticos, S. A.) carries on a 
profitable business making tires, inner tubes, rubber sheeting, 
garden hose, and other rubber products; its capital is Uru- 
guayan but a large North American rubber company pro- 
vides technical direction. Matches (not one of the manu- 
factured products of which Uruguay can be proudest!) are 
all locally made. Metal working, electrical appliances, glass- 
ware, building materials, fertilizers, paint, paper, cigarettes, 
and pharmaceutical products provide other sorts of indus- 
trial activity. 

If there is an economic elite or aristocracy in democratic 
Montevideo it is composed, not of bored estancieros who have 
sought the more varied and attractive life of the city, but of 
the factory owners and industrialists who make the consider- 
able variety of products suggested above. Many of these 
industrial barons—the scale of Uruguayan industry scarcely 
suggests a higher rank in the peerage—are of Uruguayan 
nationality; a few are of foreign birth or at least ancestry. 
Uruguayans, or at any rate Montevideanos, have not had the 
fear of or at least the distaste for industrial enterprise and 
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investment which have characterized the wealthy class in 
many other Latin American lands. 

In the other pan of the scales of industrial personnel is the 
laboring class. This group has been a politically favored seg- 
ment of the Uruguayan population for most of the years of 
the twentieth century but most of the organization of labor 
has been of somewhat later growth. 

It is true that the first Uruguayan labor unions date back 
as far as 1895. Some of the early ones were organized by 
European immigrants and followed either an anarcho-syndi- 
calist or a socialist line. The government at that time had 
no especial smiles for labor, and workingmen’s unions did not 
prosper. President José Batlle y Ordénez in the early twen- 
tieth century reversed the governmental attitude and estab- 
lished a policy which has since been maintained. Batlle’s 
spectacular campaign for establishment of the eight-hour in- 
dustrial working day, culminating successfully in the law of 
November 17, 1915, did much to encourage the more exten- 
sive organization of labor. Despite Batlle’s dominance of his 
own Colorado party, that political group, as well as the major 
opposition party, the Blancos, took for a long time a dim view 
of labor unionization for fear that, if well organized, labor 
might form a third major political party with heavy voting 
power. As late as 1929 the number of union members totaled 
only about 25,000. 

More recently, labor organizations have grown and pros- 
pered. The parent and largest of the now existing major 
organizations is the Union General de Trabajadores. The 
U.G.T. dates back to 1940 and it has a mid-century member- 
ship of from 35,000 to 40,000 from some thirty unions. The 
principal international affiliations of the U.G.T. have been with 
the Confederacién de Trabajadores de Latino América, the 
famous CTAL dominated by the Mexican leftist, Vicente Lom- 
bardo Toledano. The CTAL has not spoken for Uruguayan 
labor as a whole but the U.G.T. has occupied a strategic posi- 
tion in Uruguayan labor politics and has exercised consider- 
able leverage and nuisance value. Communist efforts, through 
the C.G.T., to interject international politics into local Monte- 
video strikes and other labor troubles have sometimes back- 
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fired. In general, Communist influence in Uruguayan labor 
groups has declined but not disappeared. 

As Montevideo workers increasingly came to realize that 
the U.G.T. had primarily political interests and would not 
hesitate to sacrifice labor if necessary, it began (by 1951) 
to lose its hold over them and even to show some signs of dis- 
integrating. A competing organization, the militantly anti- 
Communist Confederaci6n General de Trabajo, was formed 
at the end of 1950 but it failed to gain much of the ground 
the U.G.T. lost. The C.G.T. soon developed a reputation for 
being pro-Perén and many of its members, never more than 
3,000, began falling away from it. 

The most recent general labor organization in Uruguay is 
the Confederaci6én Sindical del Uruguay. The C.S.U. has 
successfully steered a course between the lures of communism 
and peronism and has affiliated with the International Fed- 
ertaion of Free Trade Unions and its hemispheric branch, the 
Organizaci6n Regional Interamericana de Trabajadores or 
O.R.1.T. Some of the most important and democratic unions, 
e.g., that of the meat workers, have remained unaffiliated 
with any of the general organizations. The large and stra- 
tegically placed dockworkers’ group is syndicalist dominated. 

Uruguayan laws give unions full rights to organize, assem- 
ble, and strike. The strike is legally prohibited to organiza- 
tions of public employees but has been used by them with 
impunity. With the government through the years designedly 
expanding its industrial and commercial enterprises, it has 
come increasingly to face a dilemma with regard to organized 
labor: the government’s consistent attitude has been pro-labor 
but it has itself become more and more an employer of labor; 
the two attitudes have at times come into basic conflict. 

Uruguayan wages are determined piecemeal and with much 
government intervention. Salary councils and conciliation 
tribunals have been important cogs in the process but have 
not worked with complete success. In general, both as to 
apparent and real wages most Uruguayan workers have been 
better off than than their opposite numbers in other Latin 
American countries though in a less favorable position than 
their cousins in the United States. 
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Instances of governmentally decreed monthly minimum 
wages in 1951 were: for San José motion picture theater man- 
agers, first operators, ticket distributors, and ushers, respec- 
tively: 310.25, 169, 108.75, and 72.50 pesos; for Fray Bentos 
retail merchandising managers, bookkeepers, clerks, delivery 
boys under fifteen years of age, window dressers, and cleaners: 
300, 210, 85, 40, 125, and 55 pesos; for waiters, garage at- 
tendants, night watchmen, managers, and cleaners in Monte- 
video houses of assignation: 170, 160, 160, 350, and 80 pesos; 
for general foremen, cutting foremen, finishing section helpers, 
and skilled designers in a Montevideo shoe manufacturing 
shop: 339, 274, 232, and 430 pesos. First-class mechanics, 
painters, electricians, carpenters, turners, and smiths were 
getting 8.50 pesos and ordinary laborers six pesos daily in 
1950; stevedores received 5.80 daily and first-class stevedore 
foremen twenty pesos daily and double that amount for the 
night shift. 

Strikes have been widely used by Uruguayan labor in recent 
years. Both the government and the public, with the former 
looked to for immediate relief by all elements and the latter 
footing the ultimate bills, have been plagued by crippling 
strikes of textile workers, bus drivers, Ancap employees, meat 
workers, and others. Spiraling inflation has been an under- 
standable cause of many strikes but some of the blame must 
be charged to a certain degree of immaturity and irresponsi- 
bility on the part of labor. Labor has, however, won repeated 
piecemeal wage increases. There is evidence, too, that the 
diet of at least Montevideo workers has improved. 

The freedom of Uruguayan labor unions from legal regu- 
lation has traditionally been remarkably complete: no laws 
have been adopted to control or regulate unions in any way. 
The government has long considered a law to make it more 
difficult for unions to engage in political activity, to assure a 
worker’s freedom to join or remain outside of a union, and to 
limit undemocratic elements within unions. The opposition 
of organized labor, premised on the assumption that any regu- 
lation is bad, has thus far been sufficient to prevent enact- 


' Diario Oficial, No. 13331, April 30, 1951. 
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ment of such legislation. There has been little governmental 
effort to protect the interests of the employer as against those 
of labor. 

That Uruguay is one of the world’s most advanced labora- 
tories for political, social, and economic experimentation is 
well known. The economic policies of the government have 
been concerned in part with industrial activity to the end 
both that inexpensive basic products might be made avail- 
able for Uruguayans and that dependence on foreign sources 
of supply would be lessened. From a strictly accounting point 
of view the government’s experience has been varied. Some 
government industrial and business activities have operated 
regularly at a loss and have been maintained only by subsi- 
dies; other enterprises have consistently returned handsome 
profits. 

This aspect of the whole question of government economic 
policy has developed two opposed, and quite conscious and 
vocal, schools of thought. The one maintains that government 
enterprises of the sort should plow back all profits into ex- 
tending and/or lowering prices of their respective services 
or products. The other holds that such activities should be 
operated on a strictly business basis with the profits being 
used for general governmental purposes. 

The usual device employed by the government for operat- 
ing its industrial enterprises (as well as certain commercial, 
financial, and cultural activities) has been the autonomous 
entity or public corporation. Each has operated under a 
semi-independent bipartisan board of directors and hence 
has had more freedom from direct legislative or executive 
control or interference than would otherwise be true. 

The prototype of Uruguayan industrial autonomous en- 
tities is Ancap. Its creation on October 15, 1931, resulted 
from a long campaign, spearheaded chiefly by Batlle, to break 
the virtual private monopoly of the manufacture and sale 
of alcohol. The law also authorized Ancap to refine and dis- 
tribute petroleum products and to manufacture cement. 
The initial emphasis was on manufacture of alcohol and alco- 
holic beverages; Ancap became an important maker of cana, 
an inexpensive white rum described as “the Uruguayan na- 
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tional drink” (though if other than alcoholic potables be in- 
cluded yerba maté would undoubtedly take first place). 

Ancap’s emphasis was later put on the refining of petroleum 
and the sale of gasoline. It now monopolizes the refining of 
crude petroleum but controls only about half of the volume 
distribution of gasoline; the other half is shared by Standard 
Oil, Texaco, and Atlantic. The manufacture of cement has 
not yet been monopolized by Ancap. It does, however, exer- 
cise a monopoly over the importation and sale of coal. 

Ancap has won a solid and respected place in the whole 
picture of Uruguayan industry. Its competitors charge that 
it operates only by virtue of a large annual governmental 
subsidy but their charges have been mild and Ancap, on its 
part, has not chosen to ride roughshod over all private com- 
petition. A former Uruguayan president Baltasar Brum, per- 
haps the next greatest after Batlle, said of Ancap twenty 
years ago: “It is one of the finest economic achievements of 
recent times in Latin America. It is a step to the economic 
independence of Uruguay.” °® 

The government’s tariff policy has been geared primarily 
to revenue production but with the growth of industry it has 
increasingly come to have protective rates as well. Not only 
have “infant industries been given direct tariff protection but 
Uruguayan industry has been further encouraged by tariff 
exemptions on needed foreign raw materials, machinery, rail- 
road equipment, etc. The local device of an “industrial privi- 
lege’ grants a new manufacturing industry exemption for a 
nine-year period from payment of certain internal taxes and, 
wholly or partially, from customs duties on imported materials 
or equipment. An Uruguayan ecoonmist estimated soon after 
the government’s 1936 industrial census that about one-sev- 
enth of the country’s manufacturing was uneconomic and 
existed only by virtue of tariff protection. 

The shape of Uruguayan trade is the product of other eco- 
nomic factors, by far the most important of which is agri- 
cultural production. Uruguay consumes only a small part 
of its production of wool, hides, and skins, and only about 


* Quoted in Simon G. Hanson, Utopia in Uruguay (New York, 1938), 
pp. 97-98. 
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two-thirds of its meat. The remainders are available for 
export. In most years the products named have constituted 
roughly ninety-seven per cent of the country’s exports. The 
major imports have been petroleum and coal (in view of 
Uruguay’s lack of fuel supplies), raw materials and machin- 
ery for Montevideo’s factories, and consumer goods and ve- 
hicles. 

Uruguay has usually had a favorable balance of trade; in 
only two years between World Wars I and II (1929 and 1931, 
when depression readjustments affected it adversely) was it 
unfavorable. During the 1920’s the United States was Uru- 
guay’s principal supplier but European countries were the 
chief buyers. The destination of Uruguay’s exports, however, 
showed a greater disproportion than did the source of her 
imports. In the depression years of the thirties the source 
of imports showed a tendency to shift slightly to Europe. 

Britain bought heavily of Uruguayan meat during World 
War II but could export very little to balance her purchases. 
The result was the accumulation by Uruguay of a sterling 
balance of about £17,000,000. The war blocked yirtually all 
trade with continental Europe and hence the United States 
became the most important buyer of Uruguayan wool. In 
the post-World War II period most Uruguayan wool contin- 
ued to go to the United States and most meat to Great Britain; 
the United States, however, has recently bought heavily of 
Uruguayan canned meat. High wool prices and increased 
United States purchases after the outbreak of the Korean war 
contributed to the establishment of a dollar balance of more 
than $100,000,000 by the end of 1950. At the same time, 
sterling balances were declining because of Uruguay’s heavy 
purchases from Britain and her acquisition of the British- 
owned railways. 

The government has closely controlled the flow of foreign 
exchange, operating through the Bank of the Republic. The 
bank sets peso exchange rates for different classifications of 
imports and exports and determines the amount of foreign 
exchange periodically available for use. 

Uruguay and the United States signed a reciprocal trade 
agreement on July 21, 1942. Recent bilateral trade treaties 
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have been negotiated with various states including Belgium, 
Brazil, Czechoslovakia, France, Italy, Japan, the Netherlands, 
and Western Germany . Some of the European arrangements 
involved barter deals—for Italian tractors and Yugoslavian 
lumber, for example. Exports to the United States have been 
additionally valued recently because the resulting dollar ex- 
change was usable in any markets. 

Uruguay’s total foreign trade has not at any time seemed 
enormous but compared with that of the other Latin Amer- 
ican countries it has measured up well . A study made a few 
years ago by the United States Tariff Commission showed the 
value of Uruguayan foreign trade to be in seventh position 
among the Latin American group of states although the popu- 
lation rank was only thirteenth among the twenty. Total 
imports in 1948 were valued at $200,430,000 and exports at 
$178,938,000. This unfavorable balance of about $21,500,000 
is one of the few instances when the net result has been in 
the red for Uruguay; by 1950 imports were valued at $200,- 
900,000 and exports at $254,300,000. Per capita imports in 
1948 were valued at $85.30 and exports at $76.15.° The prin- 
cipal suppliers in that year, with the percentages of Uruguayan 
imports which each provided, were: United States, 33.7; Great 
sritain and Northern Ireland, 12.1; Brazil, 9.8; Argentina, 
8.3; and Belgium, 4.6.. The chief buyers and the percentages 
of exports which they took, respectively, were: United States, 
28.4; Great Britain and Northern Ireland, 18.2; Belgium,8.9; 
The Netherlands, 7.2; Italy, 6.8; Brazil, 5.6; and Argen- 
tina, 2.3. 

It might seem odd at first thought that Uruguay trades no 
more than it does with its immediate neighbors, Argentina 
and Brazil. An important part of the explanation as it 
involves Argentina is the competitive nature of its and Uru- 
guay’s economy. Lack of good overland transportation be- 
tween Uruguay and Brazil.retards trade between those coun- 
tries. Montevideo early in 1941 hosted a first Economic Con- 





6 For comparative purposes the per capita imports and exports of 
certain other countries in 1948 were: Argentina, $92.75 and $101.15; 
3razil, $22.90 and $24.00; Chile, $47.50 and $58.20; Cuba, $101.55 and 
$136.65; Haiti, $9.20 and $8.90; Mexico, $21.45 and $19.35; Venezuela, 
$150.80 and $221.35; and the United States, $448.60 and $83.33. 
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ference of the River Plate, attended by representatives from 
Argentina, Bolivia, Brazil, Paraguay, and Uruguay. The con- 
ference was aimed at the possibility of organizing a customs 
union among the states represented. That objective was not 
realized but several new bilateral trade treaties were nego- 
tiated in consequence of the conference. An Uruguayan- 
Brazilian barter arrangement under consideration in 1952 
provided for Brazilian acquisition of 20,000 tons of Uru- 
guayan frozen and chilled beef, 40,000 tons of wheat, and 
80,000 tons of wheat flour in exchange for Brazilian coffee, 
yerba maté, cocoa, lumber, etc. 

Two essential handmaidens of the economy of Montevideo, 
both of industry and trade, are the banking structures and 
the transportation and communications system. Both are 
oriented almost entirely in terms of Montevideo. 

The great cornerstone of the Uruguayan financial system 
is the state-owned Bank of the Republic. Its huge, classic 
edifice deep in the heart of the Old City is a pillar of respecta- 
bility and figurative as well as literal solidity. Established 
in 1896, it was completely nationalized in 1911 and now op- 
erates several branches in Montevideo and sixty or more in 
other parts of the republic. It is operated as an autonomous 
entity. The bank has two main divisions, the department 
of emission and the commercial department. It has a present 
authorized capital of 70,000,000 pesos and on the basis of 
that now carries on approximately two-thirds of the commer- 
cial banking business of Montevideo. The total gold and silver 
holdings of the Bank of the Republic early in 1951 were almost 
450,000,000 pesos and its total note issue approached 400,- 
000,000 pesos. 

Despite the intimate connection of the bank with Monte- 
video’s economy one of its chief purposes has been the pro- 
vision of cheap rural credit. It also engages in the construc- 
tion and administration of granaries, the financing of rural 
industries, the marketing and exporting of certain agricul- 
tural products—and the operation of a pawnshop! Its man- 
agement has been intelligent and imaginative as well as sound. 
“By the thirties,” wrote an eminent student of the Uruguayan 
economy, “the Bank had demonstrated that it could make 
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available the most comprehensive banking service the country 
had ever known at low rates and in addition produce large 
revenues for the State.” ? 

The remaining two state-owned banks, each operated as 
an autonomous entity, are the Mortgage Bank and the In- 
surance Bank. The former was converted in 1912 from a 
private to a government-owned and -operated status. Since 
that time it has been active, though by no means monopolistic, 
in mortgage financing both in urban and rural areas. The 
State Insurance Bank was opened early in 1912. It imme- 
diately assumed a prominent role in the fields of fire and work- 
men’s compensation insurance and later branched into other 
fields; life and marine insurance have been especially im- 
portant categories of its operations. 

The third of the commercial banking business of Monte- 
video not dominated by the Bank of the Republic is shared 
by some thirty private banks, most of Uruguayan but a few 
of foreign control. Though their credit activities and certain 
other operations are to some extent controlled by laws which 
are administered by the Bank of the Republic the relations 
of the private banks with the great, state-owned bank are 
generally good. 

The money market in Montevideo enjoyed especially pros- 
perous times after the outbreak of the Korean war because of 
the flight of ‘“‘scare capital,” amounting to many millions of 
dollars, from various European countries to Uruguay. One 
consequence was a rapid drop in the dollar exchange rate; 
between June 23 and December 20, 1950, the dollar declined 
from 2.86 pesos to 1.90 although it later made up most of that 
loss. 

Uruguay moves its goods internally chiefly by adequate 
railroads and highways. The railway system fans out from 
Montevideo; there are few cross-country lines. The first rail- 
way was opened in 1869 and from then on it was primarily 
British capital which was responsible for extending the sys- 
tem. By 1911 it had been completed substantially in its 
present form. The mileage by 1948 was 1,874 of which 1,490 


‘ Hanson, op. cit., Dp. 78. 
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was British-owned, the remainder belonging to the govern- 
ment. This total figure gave Uruguay a better mileage-area 
ratio than any other country in South America; Uruguay had 
one mile of track to each 38.5 square miles of area; its closest 
competitors were Argentina and Chile whose comparable fig- 
ures were 40.4 and 50.0. The mileage-population ratios, how- 
ever, find both of the latter countries more favorably situated 
than Uruguay, which has one mile of track for each 1,334 
people; Argentina has one mile for each 603 and Chile one 
mile for each 981 people. 

Railway policy was a matter for consideration by the gov- 
ernment from the time of the second Batlle administration 
(1911-15) on for many years. Government plans finally cul- 
minated at the end of 1948 in the purchase of British railways 
with £7,150,000 of accumulated sterling. All mileage is hence 
now government-owned and -operated. The government had 
not by 1951 completed the amalgamation of the railways as 
a single system. Deficits were incurred in railway operation 
in both 1949 and 1950 and in the latter year the government 
appropriated about 6,500,000 pesos to cover the deficit. None- 
theless, passenger traffic was at a high level: the number of 
pasengers carried in 1949 was 8,158,000. 

It is as freight carriers, however, that the Uruguayan rail- 
ways find their chief importance. Therein lies their funda- 
mental problem of rates and profits. Most of Uruguay’s im- 
ports (e.g., industrial fuel, raw materials, and machinery, and 
consumer goods and vehicles) stop at Montevideo and are not 
transported inland. The freight traffic from interior points 
to Montevideo (livestock, meat, wool, etc.) is hence uncom- 
pensated by return freight as a well balanced traffic pattern 
would necessitate. 

The highway network supplements the railroad mileage. 
It is more extensive—the country claims 3,051 miles of im- 
proved highway. The mileage-area ratio for all Uruguayan 
roads is more favorable than in any other country of all Latin 
America. The country’s most publicized road is its share of 
the Pan American Highway, almost 400 miles in length, from 
Colonia, opposite Buenos Aires, via Montevideo, to Acegua 
on the Brazilian border. Roads in the northern departments 
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are generally much poorer, and of course traffic is much less. 
The number of Uruguayan motor vehicles is reported at 
78,200 ; the automobile-population ratio is likewise more favor- 
able than in any other Latin American country, 31.9 persons 
per car. 

Highways, especially in the southern departments, were 
often located as a means of control over the railways. The 
frequently parallel routes followed by roads and railways were 
governmentally intended to force down rail rates but the 
policy boomeranged after the government’s purchase of the 
British rail lines. Thereafter two governmentally operated 
systems of transportation were thrown into competition with 
each other; the position of certain privately-owned trucking 
companies then tended to deteriorate. 

Improvement of the port of Montevideo began about the 
turn of the century. Plans have been developed since 1948 
for the expenditure of about 50,000,000 additional pesos on 
port improvements. The port is a busy one; in 1950 a total 
of 2,072 ships with a tonnage of 9,241,136 entered it. As 
usual, British and United States vessels predominated, in that 
order. Normally, in addition, Argentine, Dutch, Italian, Nor- 
wegian, Swedish, and Panamanian flags will enter in annual 
numbers of at least a hundred each. Uruguay’s own merchant 
marine is very small. 

The National Administration of Ports, another autonomous 
entity, has exercised monopolistic control over Montevideo’s 
port facilities since 1932. The facilities themselves—tugboats, 
lighterage, stevedoring, warehouses—are, on the whole, ade- 
quate. The rub comes in the fantastic delays encountered 
in clearing goods through the Montevideo customs house. At 
one period in recent years the accumulated backlog of mer- 
chandise awaiting clearance reached the incredible value of 
250,000,000 pesos. 

Country-wide telephone facilities and service are a monopoly 
of another autonomous entity, the Administracién General 
de las Usinas Eléctricas y los Teléfonos del Estado (under- 
standably telescoped to Ute). The number of telephones by 
1949 had reached 84,100, a phenomenal increase from the 
29,378 reported in 1932. Uruguay’s per capita telephone 
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figure of one instrument per 29.7 persons is second only in 
South America to Argentina’s figure of 24.7. Ute now not 
only operates the country’s telephones but it also has a mo- 
nopoly over all electric services and hydroelectric power 
development in Uruguay. Ute’s electric and telephone services 
were designed to be virtually the only beneficiaries of a $33,- 
000,000 loan made to Uruguay in 1950 by the International 
Bank for Reconstruction and Development. 

Uruguay’s economic development—industrial and commer- 
cial, financial and communicational—is mature, even sophisti- 
cated. But to say “Uruguay’s economic development” is a 
misnomer—it is Montevideo’s. The economic growth of the 
city has been achieved only at the cost of an extraordinary 
imbalance. It is an imbalance which is at once economic, 
social, political, cultural, psychological. It pits Montevideo 
against Uruguay, capital against campo. 





S At the same time, some of the government’s price-fixing and other 
regulative policies appear to have broken down and the government 
seems to find it very difficult to face hard economic realities. 


British Investments in Central 
America, The Dominican Republic 


and Cuba: A Story of Meager Returns 


By J. FRED RIPPY 
I 


No countries in Latin America, with the possible exceptio1 
of Ecuador and Paraguay, yielded smaller rewards to in- 
vestors of Great Britain than did the five republics of Central 
America. English capital ventured in Cuba was only a little 
more remunerative. British investments in Panama and Haiti 
were so insignificant that they may be ignored, and English 


funds placed in the Dominican Republic brought almost no 
returns at all. 


ult 


the preparation of this essay I have had to lean heavily upon 
E oh} ange sé ar-Book ( London), which not on | 





rling issues of foreign governments in alphabetical order but also 
nd describes British economic enterprises operating all over the 





ld, dealing with these, however, not country by country, but by cer- 
tain categories such as railways, gas and water companies, mining com- 
panies, commercial banks, and so on, leaving to the investigator the task 
of discovering amid the thousands listed and described the 

enterprises interested in Central America, the Dominican Rep 
Cuba. The Annual Reports of the Council of the Corporation of Foreign 


Bondholders (London) have been helpful in supplying information on 
ey . 








terli government issues and default records; but its statistics of 
government securities outstanding at the close of any particular year 
ay | ; 








lo not always agree with the figures given by the Year-Book, so that 
I have been compelled to make a choice, and I have, as a rule, accepted 
the Year-Book's statistics. South American Journal (Li 
entirely reliable when its editors deal with the minor cour 


America. In the first place, its record is rather skimpy in respect to 
he Dominican Republic; and, in 








Central American countries and t 
he second place, its custom of accepting securities quoted on the London 


Exchange as a measure of the British investment has resulted in 











exaggeration in the cases of Cuba and Guatemala, as I shall point out 
in the course of my narrative. Another not entirely reliable sour f 


is Frederic M. Halsey’s In- 
West Indies (Washington, 


information, but a useful one neverthel 
estments in Latin America and the B 
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Halsey has been useful mainly in the discovery of the names of the 
ompanies active in Central America. Since all four of these sources 


are either well indexed or provided with a detailed table of contents, I 
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Residents of the British Isles made their first investment 
of any size in Central America in 1822, when they purchased 
bonds amounting to £200,000 from the fictitious “Kingdom of 
Poyais” at 80 per cent of par. Three years later they bought 
an issue of £163,000 from the Central American Confedera- 
tion at 73. The first gamble resulted in total loss. The sec- 
ond was not quite so unfortunate; but the bonds went into 
immediate default and half a century passed before the last 
of the succession states fulfilled its obligations to British bond- 
holders. This financial irresponsibility, for which the dis- 
honesty of English bondsalesmen and Central American gov- 
ernment agents served as an excuse, injured the financial 
reputations of the new republics; but they managed, one and 
all, to float new issues in the British market before the end 
of the century, some of these later flotations also accompanied 
by chicanery and fraud. Guatemala marketed £11,300 in 
1863 and £500,000 in 1869. Honduras disposed of a nominal 
total of £3.5 million in 1867 and 1870. Costa Rica sold a nom- 
inal aggregate of some £3.4 million in 1871 and 1872. Nica- 
ragua sold £285,000 in 1886 and El! Salvador marketed £300,- 
000 in 1889 and £500,000 in 1892. 

With the exception of the Guatemalan issues, the purpose 
of all of these later loans was to finance railways, which were 
to serve as security for the bonds; but the railroads were not 
completed and Englishmen soon found themselves in posses- 
sion of two unprofitable short lines, one in Costa Rica and the 
other in El Salvador. The few miles of track laid in Honduras 
were too worthless to justify the troubles of foreclosure. 

But Englishmen continued to buy Central American gov- 
ernment bonds. The par value of their holdings in 1913 ex- 


have reduced footnote references to the minimum. My facts and figures 
on any of the companies mentioned in this essay may be tested without 
difficulty by following the Year-Book indexes. Data on government bonds 
may be verified both in this manner and by referring to the table of 
contents of almost any Annual Report of the Council of the Corporation 
of Foreign Bondholders. General summaries of British investments in 
these countries will be found especially in the following volumes of 
South American Journal: 76, 110, 125, and every odd-numbered volume 
thereafter through vol. 147 (see the indexes under Cuba and the 5 coun- 
tries of Central America; no information is given on the Dominican 
Republic). 
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ceeded £8.6 million: Costa Rica, £2 million, E] Salvador, £816,- 
000; Guatemala, more than £1.4 million; Honduras, above £3.1 
million; and Nicaragua, over £1.2 million. The nominal value 
of their holdings at the end of 1949 was still some £4.1 mil- 
lion: Costa Rica, in excess of £1.4 million; Honduras, approxi- 
mately £1 million; El Salvador, £855,690; Guatemala, £426,- 
980; Nicaragua, £324,940." 

Although only Honduras failed to service its government 
bonds in 1913, as it had failed to service them for the preced- 
ing 40 years, the other four countries had been in default 
most of the time since the early 1870’s; and while only Guate- 
mala was remiss in 1949, all five of the countries had been 
in default a good part of the time since 1913. Interest rates 
were scaled down to 3 or 4 per cent, so that bond income was 
very small even when paid. In fact, all interest, future as 
well as past, was erased in 1926 in order to induce Honduras 
to pay off a part of the principal of its bad debt! Central 
American government bonds were a very poor investment for 
Englishmen, whatever may have been the gains of bondsales- 
men and speculators. 

Although Central American railway securities were not 
much better, Englishmen made a further investment in the 
railroads of the region shortly after 1900. The exact amount 
they ventured in the Guatemala Railway, which soon expanded 
into the International Railways of Central America, is not 
easy to determine. The South American Journal indicates 
that as much as £9 million of its securities were quoted on the 
London Stock Exchange and includes this large item in its 
estimates of total nominal capital invested by Englishmen in 
Guatemala. It is not likely, however, that more than half of 
this sum was ever invested by Englishmen in the securities 
of this company. According to the Journal’s very liberal esti- 
mates, the par value of the English investment in Central 
America’s railroads at the end of the year 1913 was in ex- 
cess of £13.7 million: Guatemala, £9 million; Costa Rica, £3.- 
563,500; and El Salvador, £1,408,700. The nominal rates of 
return for that year, better than usual and better than they 


- South American Journal, vol. 76, pp. 254, 284; vol. 147, p. 25; Stock 
Ewvchange Official Year-Book, index under the countries mentioned. 
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would ever be again, except in a few lucky years, were 4.7 
per cent for El] Salvador’s railway, 3.7 per cent for Costa 
tica’s, and 1.6 per cent for the International Railways, which 
were listed under Guatemala because most of the property 
was in that country. The common stock of International 
Railways, the equivalent of £6 million, paid no dividend that 
year. 

During the period extending from 1913 through 1949 there 
was little change in the size of the British railway investment 
in Central America and no change for the better from the 
standpoint of English investors. With a nominal capital of 
£3,055,000 in 1949 of which £1,800,000 were in ordinary shares 
and the rest in 6.5 per cent debentures, the Costa Rica Rail- 
way Company, Limited, organized in 1886, returned income 
on only the £600,000 invested in its first-mortgage debentures. 
The Salvador Railway Company, Limited, created in 1898, 
paid no dividends on its shares—£250,000 ordinary and an 
equal amount of preferred—in 1949 and had paid none since 
1913. Nor did it service any of its loan capital of £312,100, 
no income having been received from this sounder part of the 
investment since 1932. The International Railways of Central 
America, a New Jersey corporation organized in 1904 as the 
Guatemala Railway Company but assuming a more preten- 
tious title in 1912, was able in 1949 only to pay the interest 
on its bonds and return a dividend of 2.5 per cent on its $10 
million in 6 per cent preferred. No dividend had ever been 
paid on its ordinary stock, which had a book value of nearly 
two-thirds of its total capital of some $48 million.* 

sritish investments in other economic enterprises in Cen- 
tral America were, on the whole, hardly more profitable than 
the railway investment. With only one notable exception, 
capital ventured in mining brought almost no returns, al- 
though at one period (the late 1880’s) the investment amounted 
to more than £2 million. The investment in public utilities 
yielded income on no capital other than outstanding deben- 
tures. Costa Rica Markets and Tramways, Limited, organ- 
ized in 1886 and liquidated in the early 1940’s, never paid 





‘See the references cited in footnote 2. 
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a single dividend on its £60,000 in ordinary shares and some- 
times failed to service its debentures, which had a par value 
of somewhat less than its share capital. Costa Rica Electric 
Light and Traction Company, Limited, created in 1898, did 
no better for the owners of its £130,000 in ordinary shares, 
but usually managed to pay from 5 to 6 per cent annually on 
debentures which sometimes amounted to twice that sum. 
This corportaion sold its property to American and Foreign 
Power Company, a subsidiary of Electric Bond and Share, in 
1929. Such securities as Englishmen owned in the United 
Fruit Company yielded good income, for they seem to have 
sold their holdings before the crash of 1929. Their ventures 
in commercial banking and other finance did not prosper 
except in two instances. The London Bank of Central Amer- 
ica, Limited, for example, which operated under various 
names from 1893 until it was absorbed by the Anglo-South 
American Bank in the 1920’s, never paid an annual dividend 
of more than 8 per cent on a nominal investment averaging 
about £100,000 and paid no dividends during half of its 32 
years of independent existence. 

This writer has been able to discover only three British 
enterprises operating in Central America that yielded high 
returns and only two of these were remarkable for the profits 
they produced. The Anglo-Central American Commercial 
Bank, Limited, organized in 1914, paid an average annual 
nominal dividend of nearly 12.4 per cent on its share capital 
of £55,002 for the two decades preceding its liquidation in 
1936 and an average of 900 per cent annually on its £300 
in founders’ shares!* The Mortgage Company of Costa, cre- 
ated in 1911 for the purpose of lending money on coffee, sugar, 
cocoa, and banana lands, paid an average dividend of 10 per 
cent annually for 14 years on its paid-up ordinary shares 
amounting to £10,000, and managed also to service and re- 
deem £200,000 in 6 per cent debentures. The company then 
paid a share bonus of 150 per cent and further inflated its 
capital until the nominal total in ordinary shares reached 


a The reader may remove his doubts by following this company through 
Stock Ewchange Year-Book for the years 1917-1936, with the help of 
the indexes. 
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£100,000 by 1928 and its 6.5 debentures amounted to £150,- 
000. This injection of water and the arrival of the world 
economic depression proved fatal to the shareholders. Divi- 
dends of 5 per cent annually were paid for the next 5 years, 
but only one other return, and this merely 2 per cent, was 
made thereafter. The company was finally dissolved in 1948. 
Butters Salvador Mines, Limited, organized in 1899 to mine 
gold in El] Salvador, seems to have been the most prosperous 
company ever owned by Englishmen in Central America. 
With a paid-in capital of £150,000, all in ordinary shares, it 
returned a nominal average annual dividend of 52 per cent 
for the decade starting in 1903 and an annual average of 23 
percent for the next 4 years.°® 

At this point, however, it is well to recall that the aggre- 
gate nominal British investment in Central America seldom 
yielded an average annual return of more than 3 per cent and 
that for a good part of the century it yielded less than 2 per 
cent, and at times no return at all. The capital of the three 
companies mentioned composed a very small fraction of the 
total investment, which at its peak in 1913 or 1914, aggregated 
a nominal sum of about £21 million, stood at £7.5 million in 
1880, rose to 11.7 million by the end of 1890, amounted to 
approximately £13 million in 1939, and still stood at around 
£12 million at the end of 1949.° 


II 


English investments in the Dominican Republic probably 
never amounted to more than £3 million at any time. They 
were confined mainly to goverment bonds, a gamble or two 
in mining, the misnamed San Domingo Improvement Com- 
pany (a corporation controlled by New York speculators), 
and a single railroad. The mining ventures were a losing 
proposition; sterling government securities—£714,300 from 
1872 to 1887, £736,000 in 1890, and perhaps around £1.5 mil- 


* Let the incredulous reader trace the record of Butters Salvador 
through the Stock Exchange Year-Book for the years 1906, 1917, and 
1918. Apparently the company was liquidated in 1918. 

' These are my own estimates, based for the most part on Stock Exv- 
change Year-Book. 1 have not accepted the higher figures presented by 
the South American Journal. 
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lion in 1900—were in default most of the time; the Improve- 
ment Company was liquidated in 1905 or 1906 after a forced 
reduction in its nominal capital; and the railroad enterprise, 
Samana and Santiago Railway Company, Limited, organized 
in 1888 with a nominal capital that never exceeded £700,000, 
ceased to pay dividends in the late 1920’s and was finally liqui- 
dated 20 years later.? 

According to the estimates of the South American Journal, 
which are probably from £5 to £10 million too high for the 
years preceding 1941, the British investment in the Cuban 
republic amounted to a nominal total of £31.6 million in 1910, 
to more than £44.4 million in 1913, to some £45.7 million at 
its maximum in 1927, and to approximately £24.3 million at 
the end of 1949. Englishmen began to invest in Cuban rail- 
ways at an early date, buying the bond issues of companies 
controlled by Spaniards and Cubans. The par value of these 
railroad securities exceeded £1.2 million by the end of 1880, 
amounted to more than £1.8 million a decade later, and was 
in excess of £7.2 million by the last days of the year 1900. 
The first Cuban lines came into the possession of capitalists 
of Great Britain as the result of foreclosures. The peak of 
this railway investment was reached in 1927, when the nom- 
inal capital stood at £30.3 million. Englishmen also invested 
in Cuban public utilities and port works, in tobacco factories, 
in speculative enterprises which attempted to extract a profit 
from asphalt and petroleum, in coastwise shipping, and per- 
haps in sugar plantations and sugar mills and commercial 
banking, although their investment in sugar and banking is 
difficult to trace. 

The average annual nominal rate of return on this invest- 
ment probably never exceeded 5 per cent at any time. It was 
only 5.8 per cent in 1910 and 4.8 per cent in 1913. It rose to 
4.9 per cent in 1924 and maintained the same nominal rate 


* Jacob Hollander’s Debt of Santo Domingo, a confidential report made 


to President Theodore Roosevelt after a personal investigation in the 
republic and published as a confidential document (Eweeutive Doc., No. 1, 
5t’ Conrress, 1 sess.) in 1905, contains a wealth of information of for- 
cign investments end the vicissitudes of foreigners and their capital. 


For British complaints regarding the treatment they received at the 
hands of the United States government, see Council of the Corporation 
f Foreign Bondholders, Annual Report, 1910, p. 320. 
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for 1925, but gradually declined thereafter. The rate had 
dropped to 2.3 per cent by 1931 and the annual average for 
the 18 years starting with 1932 was only a little better than 
1 per cent. 

The large investment in railways was mainly responsible 
both for the higher and the lower rates of return. The av- 
erage annual nominal yield on railway capital rose from 3.1 
per cent in 1910 to 5.1 per cent in 1923, to 5.3 in 1924, and to 
5.6 in 1925, but declined to 1.6 in 1930 and 1.3 in 1931 and 
continued to shrink thereafter. The average for the period 
beginning in 1932 and ending in 1949 was less than 0.6 per 
cent. The next year the Cuban government took control of 
the British-owned railroads, but latest reports indicated that 
negotiations for their purchase had not resulted in a final 
agreement. 

The size of the English investment in government bonds 
of the Cuban republic has not been easy to ascertain because 
none of these securities were sterling securities. Perhaps the 
total, figured at par, was as high as £4 or £4.5 million in 1917 
and 1918. South American Journal, in its estimates for the 
aggregate British investment in Cuba for the year 1913, in- 
cludes £9,687,000 for Cuban government securities; but this 
figure, based upon the aggregate of Cuban government bonds 
quoted at the end of that year on the London Stock Exchange, 
evidently covers the whole of the Cuban foreign debt. British 
holdings probably did not amount to more than £2.5 million 
at that time. Whatever the magnitude of this portion of the 
investment it brought steady returns of from 4.7 to 4.8 per 
cent over a period of 36 years, until all of the Cuban bonds 
held by Englishmen were finally redeemed in 1940. 

Aside from the companies to be discussed below (and pos- 
sibly the banking and sugar investment on which financial 
data have not been found), the capital placed in miscellaneous 
economic enterprises was not profitable. The Cuban Steam- 
ship Company, Limited, organized in 1893 and liquidated in 
1915, returned dividends for only a few years. The invest- 
ment in enterprises established to exploit petroleum and as- 
phalt never reached the dividend stage. Among the public- 
utility companies, only the Cuba Submarine Telegraph Com- 
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pany, Limited, created in 1870, vielded good returns for more 
than a decade or so. The average annual nominal rate of 
return on the £160,000 of ordinary capital invested in this 
company was 12 per cent for the 45 years starting with 1880; 
but the return was only 2.5 per cent in 1926 and no ordinary 
dividends were paid between that date and 1950. There were 
also £60,000 in 10 per cent cumulative preference shares. The 
Direct West India Cable Company, Limited, got control of this 
enterprise in 1927. 

The Cuban Ports Company, a corporation organized by 
Norman Davis in 1911, turned out to be a fairly profitable 
investment for Englishmen who bought its bonds. Although 
they received no income from this capital, $6 million, from 
1913 through 1916 because the Cuban government nullified 
the concession, they were fortunate enough in 1917, thanks to 
pressure exerted by the United States government, to receive 
Cuban government securities in exchange for the bonds of 
this company. The new securities paid 5 per cent annually 
until the last of them were redeemed in 1931. Havana Ma- 
rine Terminals, Limited, a Canadian corporation in which 
Englishmen may have been financially interested, attempted 
in vain, however, to salvage the recouped assets of the Cuba 
Ports Company. Organized in 1919, Havana Marine Ter- 
minals passed out of existence in the middle 1930’s. An Eng- 
lish investment of over £700,000 in 5 per cent bonds of the 
Port of Havana Docks Company, a Maine corporation organ- 
ized in 1910, was more fortunate. These bonds were serviced 
regularly and finally called at par in 1941. 


Two enterprises engaged in the manufacture of tobacco 
proved to be the most profitable investments ever made by 
Englishmen in Cuba. The first to be organized was Henry 
Clay and Bock and Company, founded in 1888. The second 
enterprise, Havana Cigar and Tobacco Factories, Limited, 
was established in 1898. Control of both was acquired by the 
Havana Tobacco Company, a subsidiary of the American To- 
baceo Company, in 1902; but English investors continued to 
hold some of the ordinary shares and apparently all of the 
preference shares. 
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The average annual nominal dividend paid by Henry Clay 
and Bock on £159,900 in ordinary shares for the three decades 
starting in 1889 was modest, only 4.9 per cent; but thereafter 
the profits were spectacular. For the decade beginning in 
1919 the annual nominal average was 28.5 per cent; for the 
following decade it was 22; for the 10 years beginning in 
1939 it was 26; and the dividend was 35 per cent in 1949 and 
50 in 1950! The £170,000 in cumulative preference shares 
paid a regular 8 per cent annually. 

Havana Cigar and Tobacco Factories did little more than 
service its £270,000 in 7 per cent cumulative preference shares 
until after 1910; but for the next 40 years the returns were 
very high. The average annual nominal rate of return on the 
£250,000 invested in ordinary shares was 24 per cent for the 
four decades and for two of the four it was 31 per cent and 
29 per cent respectively! The highest annual dividend paid 
was 60 per cent in 1927.8 

A few enterprises like those two and the three Central 
American companies previously described might have made 
English investments in the little republics of Middle America 
worth while. But a diligent search has revealed no others. 


*‘ Again I refer to Stock Exchange Year-Book, especially for the years 
1906, 1917, 1927, 1931, 1939, 1946, and 1951. (See the indexes under 
Henry Clay and Bock and Havana Cigar and Tobacco.) 





